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MINUTES OF EVIDENCE 

TAKEN BEFORE THE 

MADRAS PROVINCIAL BANKING 
ENQUIRY COMMITTEE 


Wednesday, 8th January 1930 
BAJAHMUNDK? 


Present: 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.utt., ph.d. 

Mr. C. Gopala Menon, m.l.c. 

Diwan Bahadur B. Muniswami Nayudu, b.a., b.l., m.l.c. 
Khan Bahadur V. Hameed Sultan Mario air Sahib Bahadur. 


HJtHy. BISWANATH DAS MAHASATO Avargal, BA, B.L., 
MJL.C., BEBHAMPUB. 


* Oral Evidenoe 

The Chairman : You are yourself, T think, a money-lender or a merchant? 

A.—Yes, my family has money-lending business also. 

0.—You are yourself chiefly occupied at the Bar? 

A.—No; I do not practise. 

0.—Do you hold any lands? 

A. —Certainly. I am one of the biggest cultivators in my district. 

0.—Would you suggest that the zamindars themselves do take to no 
improvements to the lands and to the irrigation sources? 

A.—At least from my experience of my district and also of practically 
all the Andhra and Tamil districts, I do not know of any improvemems 
to lands by any landholder. 

0.—You do not think it would pay the ryots to apply for commutation 9 

A.—It will be awful. It is not at all paying. On the other hand, it 
ruins the ryot for these reasons: Application for commutation means the 
severance of all relations with tho zamindar. Then by the time he gets 
commutation he would have gone from court to coart by two sets of actions, 
first to get an order to allow commutation and then to the High Court 
regarding the fixing of the rates of rent. So very few ryots now apply 
for commutation. 


* For written evidence, vide pages 132—134 of Volume II, 





‘ Q .—If the rent were commuted, would the incidence to the ryots be 
expensive P . 

A.—The incidenoe also is heavy, because it means just taking the 
average of ten non-famine years, i.e., the maximum rent which the zamin- 
dar could get otherwise is ensured without his liability for remission of 
rent in years of famine or crop failures. 

Q. —So, commutation is not at all advantageous to the ryots P 

A.—Under the present conditions it is not at all advantageous. 

Q .—With regard to the question of financing agriculture, you suggest 
that a crore of rupees is necessary. Is it for the Ganjam district P 

A.—Yes. 

0 .—Could you tell us how you arrived at that figure? * 

A.—It is certainly an approximation, and I have arrived at this figure 
after consulting some of the businessmen who finanoe the ryots and also 
taking some data from the income-tax office and after consulting the District 
Registrar also of Ganjam. 

Q .—In regard to the legal impediment to the mortgage of land, you 
say that the zamindar’s share in the produce is not known as it varies in 
different villages and zamindaris. I suppose what the ryot has to pay 
in one particular village is constant P 

A.—What 1 meant was this: Not that the ryot does know, lie 
pays and so he has to know it and he does know it. But it is the out¬ 
sider who advances money to the ryot who is not in a position to know 
because the zamindar besides collecting the rent and his share of the produce 
collects also the illegal cess under the Estates Land Act. Sometimes the 
landholder collects more than one-half of the gross towards liis mol vara 111 . 


* 0.—You mean illegal exactions? 

A.—Oh, yes. 

0.—Do they still go on collecting? 

A.—Oh, yes. In a recent case there were fourteen kinds of legal 
exactions in the pattas tendered by a landholder which were severely 
commented upon by the District Judge of Ganjam. 

Q .—As regards the suggestions called for in question No. 4, you state 
that ‘ the record of rights shoud be kept in the Sub-Registrar’s office and 
brought up to date noting all the mortgages or charges contracted ’. Do 
you think that it will be a quite practicable proposition to keep the 
record of rights in the Sub-Registrars’ offices? 

A.—In fact, we were agitating for that also. What T feel is this. If 
there is a compulsory system of a record of rights for all the estates, 
zamindari as well as ryotwari, and if a record of rights is kept always up 
to date in Ihe Sub-Registrar's office, every man who lends money includ¬ 
ing a bank will be in a position to get an extract from it and know about 
the ryot to whom ho lends money. 

Q .—How could that record be kept up to date? 

A.—I think that experiment is tried in some districts by the Madras 
Government. My friend Mr. Muniswami Nayudu (a member of this Com¬ 
mittee) is a great exponent of this view. 

(?•—Y° u not think it will be well turning the Sub-Registrar's 

office into a branch of the taluk office? 

A.—Not exactly. 

Q .—The difficulty might possibly arise in this way. The leeord of 
rights is practically a settlement register? 

A.—Yes. That is being done now in the ryotwari tracts by the Sub- 
Registrar’s office and they will also keep record of rights for the zamin- 
dan tracts. I think there will be no difficulty at all. 

Q -—Would that not involve a considerable increase in the present Sub- 
Registrar’s office establishment? 

A.—Yes, but it may also reduce correspondingly the revenue establish¬ 
ment. 


Q. —Why? 

4.—It will, if the experiment is tried. 1 may also add that after all 
the Registration Department is no$ a losing concern. 



• Q. —On the question of indebtedness von say that ‘ the indebtedness of 
the ryots in that village to the extent known to me is about Rs. 16,000. 
Can you tell me what the population is? 

A. —About a thousand. It is not a village where 1 live but I have got 
a home farm there. 

Q .—What will be the annaul rental payable to the zamindar? 

A. —It is about Rs. 8,000. 

Q .—Is that the commuted value? 

A. —No. It is a village under the sharing system. 

Q .—The incidence is Es. 16 per head of population. Then how do 
you arrive at the total indebtedness of the Gan jam district. You say it 
would be about Rs. 60,00,000? 

A. —I have given an instance of a prosperous village where the ryots 
are better off. Even in that village the indebtedness has gone so far though 
it is a fertile village. 

Q. —We have also many difficulties about this question as to the in¬ 
debtedness. As regards the figure of Rs. 60,00,000, have you taken it for 
the district? 

A. —Yes; and as I said it is only an approximation. 

Q .—What is the population of the district? 

I.—Rs. 18,00,000. 

Q. —If you took the Rs. 16 per head of population in your village, for 
the whole district it conies to Rs. 2,88,00,000, but your estimate is only 
Rs. 60,00,000. Why? 

A. —The reason is this. My district is mainly a zamindar district. In 
most of the zamindari areas unless the village is specially fertile and the 
ryots are prosperous, no man is going to advance more money, especially 
for the ryots under the sharing system. 

Q. —What it comes to is this—that the more prosperous a man is the 
more he indebted? 

A. —Not that. Sometimes clever ryots themselves take to some sort of 
improvement or business. There are ryots who borrow money and them¬ 
selves lend also and some ryots take coolies to Rangoon themselves. Thus 
a ryot may seem prosperous and yet may have borrowed much. 

Q. —I should like to ask you about one or two other things. Can you 
tell me anything about the had debts as your family is engaged in money- 
lending business? 

A. —Yes. 

Q. —Cfln you give us an idea of the amount of bad debts you have in¬ 
curred, that is, bad debts which you cannot recover? 

A. —It is awful. That is to say, our business is mainly confined to 
zamindari areas. There the realization of the money is so very uncertain. 
If money is advanced on the security of the land under the sharing system, 
the realization of the loans is really difficult. 

Q. —What is your suggestion? Do you think that if you could realize 
your loans easily, loans would be lent at much lowor rates of interest? 

A. —Oh, yes. As I have stated we have lent a lot of money at 9 per 
cent interest. 

Q. —Do you ever work out what rate of interest you actually realize 
on your transactions? 

A.—That depends upon individual transactions. 

Q. —There is a certain number of loans kept at 9 per cent interest. 
Most of them will bo recovered? 

A. —Certainly. 

Q.—In regard to loans lent at anything up to 30 per cent the higher 
the rate of interest the less will be the cnance of recovery? 

A. —Oh, yes. 

Q .—Have you ever been able to work out the proportion that the 
amount realized bears to the whole amonut lent? 

A. —We have not taken the calculation on that basis. But it is more 
or less an intuitive method. We generally take the credit of the man to 
whom money is sought to be given and the possibility of realization sooner 
or later ana all those things, as also the extent of the security he is able 
to offer. Generally if a man has got inam lands or lands paying fixed money 



ttoie or ryotwari lands, money is advanced to him at a lower rate of interi 
eat because there is sufficient security for the money lent. For zamindan 
jirayati lands and specially those paying shares, more security and higher 
interest are general. 

Q ,—Do you suggest that apart from the nature of the security in the 
case of lands the rate is also seriously affected by the power to realise on 
that security? 

A.—yes. It also depends upon the ability and the capacity of the 
money-lender. 


J ,—Not also on the willingness of the man to pay? 

.—Yes, certainly. It always depends upon the ability and capacity of 
the money-lender. 


U .—Not also on the willingness of the man to pay? 

A.—Yes, certainly. Suppose the debtor dies and leaves behind him 
a minor son. Even the man who was willing gives a slip. I know there 
are small money-lenders who threaten their debtors saying ‘ unless you 
give money I will transfer my deed to a bigger man and thus realise the 
money’. 60 it depends upon the capacity of the man who could execute 
the decree. Even if there is a decree it has to be executed and money 
realised and the civil court takes its own time. That is why I have stated 
that if there is any facility for the easy realization of the money, even the 
money-lenders could be induced to advance money at a lower rate of 
interest. 

Q .—Which do you think is the more important factor—the nature of 
the man or the nature of the security—in fixing the rate of interest? 

A .—I think that the nature of the security and the nature of the man 
are equally important because there are also mischievous people who create 
a debt and try to give the slip. If a good man comes for money he is 
given generally at a lower rate of interest. But the nature of the security 
offered is the most inducing factor. 


Mr. Muniswami Nayudu: Mr. Das, what it is the area of the eamindari 
tract in your district or what proportion does it hold to the whole of ymr 
district? 

A .—About two-thirds of the whole district of 4,000 square miles. 

Q .—Have you any idea of the co-operative societies working in your 
district? 

A.—Yes. 


Q .—Are you connected with any of them? 

A.—Not connected. But 1 am watching their work. 

0 .—You are not directly connected with any bank or any society? 

A. —No. 

Q .—You refer to the money-lender as the person who really finance# 
the agriculturist? 

A.—Yes, as the person who mainly finances the agriculturist. 

Q .—Are land improvement loans and the agriculturist loans given in 
the zamindari villages? 

A .—I do not know. To my knowledge no loans have ever been given 
and I do not find any possibility of such loans being given. I know of 
some applications and I know of refusal also. 

Q .—Do you mean to say that applications for these loans wore made 
and were refused? 

A.—Yes. 

Q .—Can you tell us why? 

A.—The reason is this, in the first place tboy, the revenue officials, do 
not want to take the most difficult task of ascertaining all the information 
they want and they cannot depend on the ryot and the provisions of the 
Estates Land Act are "mischievous. For, the zamindar may have dues of 
even three years and if the decrees of three years are executed against 
the lands, they will be sold and nothing will be left for the Government 
to realize. 


J .—Then your point is that the zamindar has the first charge on his 
and if the property is sold the creditors cannot Tecover? 

A.—Yes. The revenue officer will come to grief on that aooonnt and 
so they do not want to take that trouble. 


Q .—You say in answer to question 11 under ‘ Indigenous Banking ’ in 
your written statement ""that ‘ the village bankers may bo conveniently 
linked with the provincial capitals if each of them is regarded as a co¬ 
operative society as is indicated above What is your idea? Will you 
kindly develop it? 

A.—Yes, Now, as it is, the co-operative socitise have only been serv¬ 
ing a useful function in so far as payment of kist to Government or pay¬ 
ment of kist to the zamindar is concerned, because in zamindari mea 
they must get through the zamindar and for other necessities they nave 
to depend on the money-lenders and it is not possible for any co-operative 
society as it is working at present to oust the money-lenders. So m.v idea 
is that you should just take the property of the village money-lender into 
consideration and fix his credit after due enquiry and lend him money. I 
will just illustrate my point taking an individual case, say that of A. 
Suppose you fix his credit at Rs. 15.000 with duo regard to his assets and 
liabilities and then advance him money to that extent and you can make 
him advance that amount at a specified rate of interest or fix up tue maxi¬ 
mum rate leaving the minimum to him and to competition. He may then 

be allowed to transact business and subjected to all the scrutiny and in¬ 
spection of the co-operative societies so that he may not play dodge. If 
you do this, this man who has got some money or transactions of his own 
will also put this money ho is able to obtain and can afford to wait for 
some time more than your period of one year. Now he has to pay you in a 
year. Necessarily he approaches the money-lender to get money and 

pays the dues to the co-ope.rative society. He can get money from the 

co-operative society again after a lapse of at least u month and repay the 
money-lender. In so doing he incurs double expenditure and practically 
the rate of interest comes up to more than 12 per cent. If you declare 
the village money-lender os a co-operative society, the individual money¬ 
lender will not only reduce the rate of interest but also waits for some 
time. A sort of competition may be created in a village where there are 
say two or three money-lenders with the good of reducing interest. For 
there will be a tendency in these people, apart from getting money, to get 
some influence. They will therefore reduce their rates of interest even 
beyond 9 per cent provided you secure to them all the advantages now 
given to the co-operative societies both in advances and realization. I 
think I have made myself clear. 

Q .—Your point is that if certain credit facilities arc given to the local 
money-lenders? 

A.—Not * are given ’ but ‘ if given \ 

Q .—Supposing a local money-lender is given a right to have credit at 
a co-operative society or a bank, then you expect him to lend at reasonable 
lates to the ryots? 

A.—I lay two conditions. If lie is given credit and also the facilities 
which the co-operative societies have for realizing their dues—if these two 
conditions are assured, the money-lender will reduce the rate of interest. 

0.—What are the facilities you are thinking of? 

A.—Without going to a civil court the co-operative society gets a decree 
and realizes its dues. That is the convenience. 

Q. —That is to say, the ordinary money-leudor is given also facility to 
recover the money by suing before some authority without having to pay 
the court-fee. Is that a facility? 

A. —No, 1 am not anxious about stamp duties. Quick realization of 
money is the greatest facility because after all, the court-fee is borne by 
the debtor and not by the creditor. I am more anxious about the quick 
realization of the money. 

Q .—Have you any experience to say that the co-operative societies can 
realize more quickly than nioney-londers? 

A.—Certainly, the co-operative society does realize money more quickly. 

Q.—How do yoy say that? 

A .—Because from my experience I think that the co-operative socie¬ 
ties realize more quickly. 

Chairman; What you «ay does not apply to the whole Province but 
only to your district. Do you know that? 

A.—I know. 



Mr. Mwiitwam y Nayudu: Do you think that if mpre facilities are given to 
the money-lenders for the more speedy recovery or their money than what 
they have now, it will facilitate their financing the agricultural popula¬ 
tion? 

A.—Yes, f think so. You may also apply the Usurious Loans Act, it 
and where neoessary. 

Q .—You do not think of converting the money-lender as a co-operative 
society but you want to give him a certain advantage which the co¬ 
operative society has? 

A.—-Well, any way. 

Q .—If he is to bo troated as a co-operative society, then a number 
ol people should gather together? 

A.—Give him the facilities. That is enough for me. My feeling is 
that in spite of these you may have the Usurious Loans Acc. 

Q .—We are not now taiking of the Usurious Loans Act. Do you 
think that the co-operative societies will largely increase in zamindari 
areas and serve the needs of the agricultural population? 

A.—My feeling is that so long as the section which says that rent 
should be the first charge on the land exists, you cannot have many und 
even if there is one that causes more mischief than any good. 

(j .—Do you mean the co-operative society? 

A.—Yes, indirectly because thero is the inducement of raising the 
lease amount in places whero the ryots are under sharing system on tbo 
score of recommending loans. 

Q .-—Lease amounts? 

A.—Yes, the annual lease amounts where lands tiro kept under the 
(sharing system. 

Q.~ln regard to the ordinary land, do you think that the co-operative 
societies will ultimately replace the money-londers at least so far os the 
agricultural tenants are concerned ? 

A.—No; not at any rate at present. 

Q.~Yon say that the section in the Estates Laud Act creating a first 
charge on the landholder for the rental due to tho zamindar is on impedi¬ 
ment now to the existence of co-operative societies. Jn Government areas 
also land tax is the first charge on the land. What is the difference then 
between tho ryotwari area and the zamindari area? 

A.—The thing is this. Land-tax or Government dues or by whatever 
name it is called is only a small traction of the total produce from the 
soil. But in zamindari areas it is a full half of the gross produce that goos 
to the zamindar. ” 


—Your point is that the rents are high? 

, Yes ; certainly they are very high, and uneconomical, and the land¬ 

holder may wait for three years and claim all the arrears with interest. 

Q—May I just draw your attention to this? Do you have the system 
of the zamindar having to sell the lands for arrears of rent on a large 
scale or is it only occasionally that it is so done? 

4- 1 think we have a number of instances in every zamindari area, 
leading also to relinquishment. 

Q .—Is any notice given to the man who lent the money saying that 
the property of the debtor is sold away? & 

A.—No. That is exactly the reason why I say they do not flourish. 

0.—To whom is the notice given? 

.. irL“i h6 i efen 1 ant -., Eve ? i the nl . etll0 ds are so very summary that 
the defendants themselves do not know in many coses. 1 

Yoa are aware that when land is brought to sale for arrears of 
revenue by Government, the sale is advertised in the local district ^SteP 
, .£• Government areas they give full advertisement, besides notice 
^ art f’ + bu £ in za “ m ? an a !' Bas I do not think there is any Advertise. 

heip^’~" D ° y ° U think that a ” y proviliion for advertising the sale would 
A ,—That is very necessary. 
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Q, —You told us that the zamindari ryots are not much interested in 
taking loans and improving the lands P 

A. —Yes ; they are not much interested, because they do not get and 
they cannot get money. Where could they got money for improving their 
lands and how could they get? Jt is not that they are not interested. 

Q. —Are there certain classes of areaB in which the zamindar and the 
ryots share in certain proportions? 

A. —Yes; these tracts arc many in the province. 

Q .—Is it to the interests of the tenants in such cases to improve the 
lands? 

A. —Not at all. That is what I have stated. Even where rent is com¬ 
muted, it is not possible for the ryot to improve his land tacause the pro¬ 
visions relating 'to the registration of the land improvement are so very 
cumbersome in the Estates Land Act. 

Q. —You wanted a certuin record of rights to be kept in the Sub- 
Registrar’s office. You say that in some of the zamindaris lands are not 
surveyed. I believe that in many zamindaris lands are already surveyed. 
Are they not? 

A. —I contemplate two classes of cases. 

Q. —We are taking the case where survey has already been done. In 
your district are there not cases of survey and settlement of rents under 
the Estates Land Act? 

A.—All these things are there. 

? .—Tn such cases is there not a record of rights prepared? 

.—Yes; but they are confined to a few villages. Government resort 
to the illegal course of sanctioning only survey without a record of rights 
against the clear provision of the Act. 

Q. —Do you mean it is not a survey with a record of rights, but only 
a mere survey? 

A. —Yes; it is most illegal, but still that is done. T protested when 
the rules under Chapter 11 were revised. 

Q.—You say it is only n survey showing the actual extent but not a 
record of rights showing to whom it belongs? 

A.—Yes; showing the occupier, his rights and incidents of the holding. 

Q. —Do you consider a mere survey of that sort to be useless? 

A.—It is advantageous only to the zamindar in showing the full extent 
of the land; and no one knows anything. The ryot knows not his rights or 
incidence. 

Q. —We are now only considering the question 0 f the financial facili¬ 
ties to the agriculturists and we need not go into the other questionP 

A.—I am only saying that neither the co-operative society nor the 
money-lender can know the incidence of the ryots. 

Q. —Are there cases where along with survey a record of rights is 
prepared? 

A.—Yes: in some cases where the ryots apply, both these are prepared. 
There are three classes of cases under the Estates Land Act for survey 
and record of rights. One mav be done by tho Government when the 
estate is under the Court of Wards. One could be 8 t the instance of the 
landholder. Another could be done at the instance of the ryots. If it is 
done at the instance of the ryots, both these are undertaken because the 
ryots would not leave without the record of rights. In the other two cases 
the record of rights is not generally prepared because it is to the advantage 
of the landholder to keep the ryot and the court in darkness. Even in 
Venkatagiri Estate it is not prepared. In many other districts and estates 
T know that that is the case. 

p.—Who is in charge of the record showing the patta, the extent and 
tho owner of the land in zamindari estates P 

.4.—The zamindar himself is in charge of it including the survey plans, 
public copies of which are not available to the ryot even from the Survey 
Office. 



8 


Q .—Is it open to any member of the public, supposing he wants to giro 
a loan upon the property in a zamindari area, to get accurate information 
regarding the tenant’s land and the person in whose name it is registered? 

A.—If the zamindar cares to give him, he will get it. But even then it 
may not be accurate, because one man may be enjoying it and yet it may 
be registered in the name of another. 

Q .—Do you mean to suggest that the register or transfer of pnttaB is not 
being done promptly by the zemindar's officers? 

A.—They are not promptly done nor are they legally done. 

Q. —Is there no provision in the present Estates Land Act by which the 
zamindar can post a register for transfers? 

A.—It can he done but that is cumbersome and expensive. 

Mr. Oopdla Menon : Mr. Dos. you say in your written evidence that it 
is not possible for the ryots to effect any permanent improvement to his 
holding. Why? 

A.—The reasons are these. In the first place, the zamindari ryots are 
poor. In the second place, if it is a land under the sharing system, he has 
no inducement. If it is a land on which rent lias been commuted, even then 
he must have the improvements registered under the provisions of the Estates 
Land Act to save him from enhancements of rents which are by themsehreR 
expensive. If these are not properly registered, even after 20 years he 
will have to pay a higher rate of enhancement of rent for not having regis¬ 
tered his improvements. Thirdly, say, for improvement in the sense for 
sinking wells or irrigation works he must have some lands. That means 
permission of the landholder, purchase and all those difficulties. 

Q .—Who now attends to the improvements, say, to tanks, sluices, dams, 
etc.? 

A.—Under the Act the zamindar has to do it. 

Q .—Does he not do it? 

A .—To my knowledge a zamindar very seldom attends to any of these. 

Q. —Can you give us an instance where the ryot has effected improvements 
on the holding? 

A.—I say it is not possible because of his poverty. 

Q .—He gets 50 per cent of the gross produce. Is it not? 

A.—Yes, hut please think of the investment of capital and labonr. 

Q .—The zamindar gets only 50 per cent of the gross produce taking into 
account the capital invested on the land? 

A.—Irrespective of that he gets his half because he has to invest nothing. 
Where rents are commuted the legislature ensures him rent even in a famine 
year. 

Q .—Then you say he takes the interest on the money invested on the 
land and also 50 per cent? 

A.—He has nothing to do with interest because he never invests any. 
He only takes a half of the gross produce. 

Q .—So the interest if any at all is included in the 50 per cent of the 
gross produce? 

A.—I do not understand you. 

Q .—A sum of money is invested in that land and you have to calculate 
the interest on that money, and you say that the zamindar gets only 50 per 
cent of the gross produce. So to arrive at the net produce he has to calcu¬ 
late tho interest on the money invested on the land. Is it not? 

A.—Yes, because he never invests. 

0-—The ryot who is cultivating the land gets 50 per cent of the gross 
produce. Do you think that it will not be sufficient for him to effect improve¬ 
ment in the ordinary course? 

A.—Fifty per cent of the produce is not enough for the ryot to meet the 
expenses of cultivation. When such is the case, how could he invest more 
money P Investing more money means paying half of the outcome of the 
investment to the landholder. Tn the first place he cannot get money and 
in the second place there is no inducement. 

0.—You. say that the ryot borrows money from the flowcar. For what 
purpose is itP Js it for improving the land which he holds P 

A,—-For his own expenses or for raising the crop. 
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Q,_Is it for permanent improvements or is it for annual improvements? 

J',_Generally he never borrows money for improvements, 

-Permanent improvements ? 

1.—Permanent or temporary. 

Q .—go your idea is that the 50 per cent of gross produce which the ryot 
gets is not enough for cultivation expenses and to effect improvements to 
the land? 

A ,—It is not at all enough for cultivation expenses, labour and for his 
supervision. 

Q. —You say that it is a misfortune to the zmnindari ryot to have co¬ 
operative societies. Why? 

A. —The reason is this. He cannot directly approach the co-operative 
societies and get loans. The only way he can get the loans -is through the 
medium of the landholder or his authorised agent. In the case of lands 
which.are under thd sharing system, that is, where the share of the land¬ 
holder is paid in kind or in money or whatever it might he, they only lease 
out the produce year by year to the middlemen or to the ryots. Tn leasing 
out the produce there is a lot of bargaining. The zamindar necessarily 
demands a larger sum and the ryot offers a lower sum and then the middle¬ 
men or mu*t<ulor» come. The ryots are afraid of a mortgager. There is 
further mediation and the zaminduri official who says to the tenant ‘ I will 
secure you money at a lower rate of interest and you may accept the lease 
on the conditions of their securing loans from these societies at 9 per cent. 
So this inducement to secure money at a lower rate of interest than the 
ordinary market rate for him to pay off the landholder makes the ryot to 
agree to the higher lease amount is certainly a misfortune. 

Q. —It is only a case of raekrenting then ? 

A .—It is not hv itself raekrenting but it loads to it liy an indirect and 
underhand method. 

Q .—You want then the money-lenders to be invested with all the rights 
which a co-operative society possesses now? 

.4.—Yes, that is my suggestion, hut not for the almve reasons. 

Q .—We are concerned more about pointing out methods of helping the 
ryots in improving the land and in that connection you said that the indivi¬ 
duals in the locality may be equipped with the rights which the co-operative 
societies now possess. If they arc given these, do you think it will lead to 
the development of agricultural finance in the future? 

.4.—Yes. My experience is that these money-lenders help agricultural 
finance and they are mainly helping the agriculturists and the only trouble 
about them is the rate of interest. This you can bring under control if 
you fix their credits, lend them money, also exercise supervision and control 
over them and also help them in easily realizing their money. 

Q. —Ts it not enough if you have more co-operative societies if the present 
number of co-operative societies is not adequate for the purpose? 

A. —T say that the co-operative societies cannot help the ryot for all time 
because their money is required to he paid by the end of the year. 

p.—Tn reply to Mr. Muni&wami Xavudu’s question you said that your 
idea in bringing these individuals under the protection of the Co-operative 
Societies Act is to give them more credit facilities. Is it not ? 

.4.—I meant both the convenience and the necessity. 

P-—At the same time you wanted these individuals to lie given credit in 
hanks P 

A. —Yes. 

P.—I wish to know what securities these individuals can offer to these 
hanks for the overdrafts or advances they may require? 

A. —T did not mean overdrafts, hut only advances. As for mvself I possess 
credit for lls. 50.000 in the Imperial Bank of India. 

P-—Then you mean that these individuals should possess lands? 

, -4 ■—Yes, they have lands. I do not want the hanks to give advance to 

individuals who cannot furnish security. 

[ .—Which are the hanks you have in view then? Ts it the Imperial BankP 
.—I have no faith in the Imperial Bank. They cannot lend because 
they are prohibited by their rules, and can have nothing to do with agri¬ 
cultural loans, 
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Q ,—You cannot say that they can have nothing to do with agricultural 
finance. They have got something to do with it in an indirect way though 
they cannot advance direct loans under the Act. 

A. —That is what 1 say. 

Q —So you think that the individuals who hare lands could be supplied 
with credit P 

A. —Yes, from some bank or the co-operative central bank. 

Q .—The money-lenders now you have in view are mostly Sowcars. Is 
it not? ' 

A. —Yes. 

Q .—Most of them possess no lands here? 

A.—Most of them nave lands in the villages. 

Q .—For your purposes is it not enough if they are recognised as regis¬ 
tered money-lenders or registered hanks instead of bringing them under 
the Co-operative Societies Act? 

A. —That is something. ] suggest some way of oo-ordinnting their activities 
with the provincial banks. 

Q .—In that case you are agreeable to bringing all the indigenous bankers 
under a registered board? 

A.—Ob yes. 

Q. —So you want these money-lending institutions to lie brought under a 
board instead of declaring them ns co-operative societies? 

A.-—Mine is only a suggestion. 

Q. —You say that the rate of interest in the anmindari area is higher and 
the value of land is lower. Why is that? 

A.—The reasons are obvious and I have given many. In the first place, 
the Sowcar does not know the amount of rent he owes to the landholder and 
he does not know when his lands would be sold and then lignin lie has to 
pay half the gross produce. Ho there is very little for the ordinary money¬ 
lender to he profited by lands secured to realize his dues. Whatever the 
ryot gets to his share is consumed by investment. Ho there is no induce¬ 
ment. Consequently, the money-lenders demand a higher rate ot interest 
and more extent of land as security. 

Q. —Is not the security of standing crops accepted ? 

A.—No, it is impossible, because zaninidar under the Estates Land 
Act has the power to distrain and he does distrain standing crops for his 
arrears of rent. 

Q. —You said to Mr. Muniswanii Xayudn that no record ol rights can lu* 
obtained at the taluk headquarter and any information can lie got is only 
from the zamindar. Are there no laud mortgage banks in your area? 

A.—There are none. But where then* are in certain districts, it is not 
possible for the zaniindnri ryots to get anything from such hanks. In some 
cases, e.g.. Yenkatagiri zamin ryots, they have approached these liniiks and 
have been refused. 

Q .—Ts it liecause they could not furnish the information required? 

A.—It was because of the uncertainty of tilings. If you want T will give 
you specific instances. 

Q ,—Do you think that land mortgage banks will not lie successful in 
zamindari areas? 

A.—Not unless the Act is amended. 

Mr. Hameed Sultan Marirair: Yon sny in your written evidence that 
the 9 per cent interest charged by the money-lender is lower than the interest 
charged by the Imperial Bank. How is it?' 

A.—It is because the Imperial Bank generally advances money at 8 to 
8| per cent interest and then interest charged in every 3 months, i.e.. com¬ 
pound interest is calculated, even in a half year for which they advanre 
money. 

Q .—You can pay the interest after throe months, that is not compound 
interest? 

A.—Money-lenders calculate interest for every year. Interest not paid in 
a quarter becomes compound interest, T know it. I myself have a bank 
account. 
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Q .—Then you say that the money-lender's rote of interest is cheaper than 
that of the Imperial Bank? 

A ,—Yes, certainly. Nine per cent is iur better utid cheaper than the 
Imperial Bank rate. because the man gets it ready at hand and in regard 
to repayment also he can take his time whereas if it is from the Imperial 
Bank, he has to pay the money Just at the expiry of six months and the 
Imperial Bank calculates compound interest every three months if interest 
is not paid. So the money-lender’s 9 per cent is far cheaper than the 
Imperial Bank rate. 

Q .—You said the interest ranges from 9 to 18 per cent. 

A.—Yes, according to the credit of the borrower and the security offered. 

y.—Do you think the protection afforded to the eo-opcrativc societies 
should lie given to the money-lenders? 

.1.—That is my suggestion. 

Q .—1 want the general sense. 

.4.—I think tliul is tlie gcncrul iceling. I have consulted also sonic 
leading money-lenders in my district and they agree to this. After all the 
money-lenders do not get much. 

Q. —J)o you know that there are some merchants who get money from 
the [mperial Bunk and rc-lvnd it at, suy, 12, 15 and 18 per cent interest to 

others ? 

A.—Yes. There are some gentlemen making profit in that way. Iiecauso 
smaller people cannot get credit in the Imperial Bank, and the Imperial 
Bank will not finance them. 

Q .—You -say in your written evidence- “ Alter making allowances lor 
collection, legul expenses both direct uml indirect including tips, stamp 
expenses difficulty ol getting possession oi immovable property, whimsical 
estimate of the Income-tux Officers with heavy rates of income-tax and the 
attendant troubles and dangers, the net income ol any village money-lender, 
ou the whole, docs not exceed the Imperial Bunk rate." Is it so? 

A.—Yes. That is m.v feeling and that is my experience. Money-lenders 
often run into hud debts. 

('hairmuii : The Imperial Bank also runs into had debts? 

4.—Blit their proportion is fur lower thun ours. The money-lender some¬ 
times loses the whole of his amount, sometimes in thousands. 

Mr. Thomn*: Mr. Das, I should like to ask you on a lea* points. You 
suy you are a cultivator and a land owner? 

A. —I said landholder, hut in a sense a landowner also. 1 am the biggest 
cultivator. I hold lauds under the ryotwari tenure mid have also inaui 
lands. 

—Can you tell me what is the acreage of luuds which you hold under 
zumindari. I want only the approximate extent? 

A. —'About 2.000 acres. 

Q .—You do not cultivate the whole laud yourself, 1 suppose. Have you 
sublet it? 

A.—No. About half. 

0 .—The rest you are cultivating yourself? 

A. —Yes. 

V —You have given, I suppose, small holdings to different cultivutors? 

A.—Because l am a big ryot and an influential ryot I cultivate tho 
biggest portion. 

Q. —What about the holding jou have distributed among other people? 
What is their average size? 

A.—They are of different sizes, say. some half an acre, some one acre, 
some three acres, etc. 

V.—By holding 1 mean the total nmount of land which is cultivated by 
one holder or by one cultivator. 1 do not mean the size of one field, which 
varies P 

A .—Generally one cultivator has under him C to 8 acres. He does not 
cultivate unless he has that extent of land. 

Q .—That is the minimum? 

A.— Yes, that is the minimum. 
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Q .—Wluit about luaiis lor uiurringos and for buying jewellery ? 
l._l do not think they take loans for buying jewels. 

S .—Do the people not generally use jewellery in these parts!' 

Very little. Generally here 1 know of people using German silver 

jewels. 

Q .—What about marriages! 1 

1.—Tbe tendency is for marriage expenses to go down. 

Q .—Do they not specify the purpose of the loan ? 

A.— They have to. We have to write it in the tleod. 

Q .—What percentage ol your loans are given lor marriage expenses!* 

A.—A very small percentage. 

y ,—Surely they would lie requiring loans lor marriages and other cere¬ 
monial functions. If they do not come to you, to whom do they resort for 
such loans !* 

A.—We ulso give sometimes Joans for such purposes, but generally wo do 
not. 

Q .—Out of the total loans that you give in a year what percentage will 
be for cultivation expenses, including buying of manure, seed implements, 
etc.? 

A.—It is rather difficult to say, but most of the louiis are for that purpose. 


Q .—For paying kist? 

A.—f have already stated. 

0.—And what percentage lor marriages, funerals, etc.? 

A.—You may take it at one-seventh or one-eighth. 

(J .—What is the highest interest you charge? You spoke oi U per cent 
us the lowest? 

A.—I think we have about 18 per cent. 

y.—In what kind of loans do you charge that interest? 

A.—When the season is pressing, say during the kist paying season, uud 
then in the sowing season. 

V-—For what class ol people do you charge that higher rate of interest? 

A.—If the security is not good, the interest is high. Generally for 
zuminduri jiruyuti lunds, the rate of interest is high. 

Q --Do you Lend on the stipulation thut the produce will lie given to 
you ? 

A.—We were doing that hetoro, but now we do not do it. Now the 
tendency is, after the advent ol’ tile co-ojierative societies to got money 
from the co-operative societies and pay it uud not pay in kind. The ryots 
do not agree to pay in kind say in paddy or agricultural produce. 

Q .—Do you then get back your udvunccs in money? 

A.—Sometimes in money, sometimes in laud. 


—What percentage of loans end ill the passing ot lauds? 
.—Say about half or more than half. 


Q .—1 do not think I understand you? 

A.—That is if they fail to pay the money, the lands arc sold. 

Q .—You mean to say that in more than 50 per cent of the cases lauds 
have to be either sold to you or to others and the money paid to you? 

—Yes. In some eases we buy the land in others wo urrange the sale 
of the land. But we have no inclination nowadays to purchase lands. 

0.—At what kind of price do the land go? 

A.—If it is by negotiation it goes for a fair price. 

J .—What commission do you charge besides interest? 

.—Nothing. 

O.—Whatever interest you charge is simply added and nothing else?', 
A.—Yes. No commission, hut they hour part of the expenses of those 
documents and execution of the mortguge deed. 
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Q .~-If a person wants, say, Rs. 100 do yon give him the whole of that or 
do yon deduct the interest at tha beginning and give him only the balanceP 

A. —We do one thing, and that is to advance money on cbitta and after 
some time, after some more transactions take document and close the chitta. 
It is not customary in our place to deduct the interest first. 

Q .—Do you think that the smaller borrowers or the bigger borrowers 
return the money at the proper time? 

A. —My experience is no man returns money in the proper time. 

Q .—Do you think that co-operative societies have an advantage in that 
matter? 

A. —That is the reason why we are handicapped. I said that the ryots 
come to us and borrow at a higher rate of interest to pay the co-operative 
societies. 

Q .—What percentage of loans is given for that purpose—for returning 
eo-operntive loans? 

A .—T cannot sa.v, hilt I know of many such cases. T do not look to these 
money-lending business; 1 only supervise. 

Q .—You said about linking up of the village money-lender with tho 
village co-operative society. T should like to nsk you one or two questions 
about that? 

A. —Yes, you aie welcome. 

Q .—The main purpose of co-operation is self-help of the smaller men, 
whether ryots or handicraftsmen. Do you think that that purpose will he 
served by giving all the privileges of the co-operative society to the money¬ 
lender? 

A .—T think by proper supervision and control we rotild do more good 
to the people. 

V-—Hut the people are not finding them good. You might feed them 
with a spoon, hut wiiat they need is self-help. How can you replace the co¬ 
operative societies so long ns you are not in a position to create in them 
the spirit of self-help which is the essence of co-operation? 

.1.—f say take it. as an experiment. If it is possible and if it. succeeds it 
is a very good thing. 

O ,—Our object will not be secured by giving facilities to money-lenders? 

.4.—In that case you will have to change the system of co-operative 
societies, allow them long-term loans and accept from them in part pay¬ 
ments. We allow borrowers longer terms and accept money in parts. 

—To-o|»ei'ative societies also accept money in parts? 

.4.—They do, but do nut wait longer. The co-operative society insists 
on the loan to be paid in the course of the year, but the ryot is not able 
to repay alt the money he has taken in the course of the year. 

(f .—He renews the loan in that case? 

.1.—How can be do that unless he pays money on the old loan? Where 
is he to get the money? That is the reason they come to its. get the money 
to pn.v off co-operative societies and then get the loan from them to pay 
us. 

Q .—Is that so? 

.4.—I have not come here to represent my difficulties liefore the Com¬ 
mittee. I can take care of myself. 1 suggest this only as a possible and 
necessary remedy: if you think societies function useful work. 

Q. —Would you like the registering and licensing of money-lenders? 

.4.—I have no objection, in fact l think the money-lender should he 
brought under control. 

Q .—Are the accounts of the money-lenders audited? 

A,—They are now audited by the Income-tax department. 

. Q. —But. some small money-lenders in the rural areas do not keep good 
or a scientific system of accounts. Don’t you think it would he very difficult 
to audit their accounts? 

A,—Yes; that is why I say select the money-lenders and give recognition 
to them, insist upon proper accounts to he kept and give them credit facili¬ 
ties. 
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Q. —What 1 Canbot the money-lenders join the co-operative societies or 
Start societies along with others P 

A.—How can it help themP 

Q. —You say you can get proper interest from the co-operative society P 

A.—Well sir, interest is not the only criterion. Money-lending has its 
own influence and its own advantages also and interest gives a good return 
to those people who are able to collect them. 

Q .—Why not all money-lenders put nil their money in co-operative 
societies and see that the society runs properly. In that case they can 
get their money very easily P 

A.—You mean put in the banks? 

Q. —Yes; co-operative societies have got their own banks. They con 
put their money there? 

A. —Time alone 'will cure that. In fact 1 am raising that question so 
that Government may extend protection to money-lenders also. 

Q .—That will be solved if the money-lenders take upon themselves the 
running of co-ojierative societies? 

A. —Tn fact I am asking my people to wind up their money-lending 
business and invest their moneys in co-operative societies because thoy 
get 9 per cent interest and I know it n better return. 

That is all. Thank you very much. 

Chairman : I should like to ask you one or two more questions. With 
regard to yourself is your family money-lending family? 

A. —Yes; it does money-lending business besides we nre ryots. We were 
also having some business and trade in the past. 

Q. —You suggested that the money-lenders lend money to the ryot to 
be repaid to co-operative societies. Am T right ? 

A.—Yes. 

Q. —Co-operative societies in certain cases have been formed to enable 
the ryot to repay the money borrowed from money-lenders. Do you know 
of any cases where that holds good? 

A.—I have not known ot any such coses. 

O .—You know the case of the Attagadda Central Bank? 

A.—I know the secretary realized some money. 

Q. —It was started to enable a group of money-lenders to recover their 
loans which otherwise they could not recover. Ts that a fair statement? 

A.—That was a solitary instance. Because he. the money-lender, him¬ 
self was the secretary, and had a number of had debts, he got tho money 
for them from the hank. That is what the zainindars are also doing. His 
was a special position and he took advantage of that position. 

Q .—Can you tell me nuother thing? Most of your lands are in Atta- 
gada zamindari. There are very few co-operative societies in Attagada. 
Can you state the number in Bodngadn ? 1 think there is none in Khalii- 
kote. Can you tell me why? 

A.—The success of this movement depends on tho interest of the zemin¬ 
dar or his officials and they do not do it unless it benefits them. 

Q .—Why should there lie a large number of co-operative societies in 
one estate and in the next door estate there should lie very little? 

A. —Because the estate official, the sarishtadar is connected with this 
banking business in Khallikote. 

Q. —So yon suggest that it is quite due to a personal interest of an 
estate official? 

A.—Yes. 


(The witness then withdrew.) 
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Thursday, 9th January 1980. 
RAJAHMUNDRY. 

FiEiiiir: 

Mr. II. M. Hood, T.C.S. (Chan-wan). 

Mr. P. J. Thomas, m.a., b.i.itt., rn.n. 

Mr. Goi-aia Mkvov, u.h.r. 

Mr. At. A. Mi’thiah (.‘hbttiyah, ii.v. 

Diwnn Bahadur B. Mcninwami XiYCitr, n.A., B.r.., sr.L.c. 
Khan Bahadur V. IIami'.f.ii Sn.T« Muhoair S\nm Bahadur. 


M.R.Ry. D. S. SA8TRI Avargal, Secretary, The Andhra Bank, 
Limited, Masulipatam. 


* Oral evidence. 

Thf Chnimuin: We are very much obliged for your note, Mr. Rastri. 
Yon are the Secretary of the Andhra Bank. 1 think. Are you not? 

A .—Yes. 

y.—llow long has it been running? 

A .— Since Se|>tenil>er ]02!1. 

(). —What, is its capital? 

A.- Hs i>aid up capital i.s Us. 1,16,000. 

Q .—Tts suhserihed capital is ft considerable amount more. Ts it not? 

A. —It is only recently that wo raised the capital. The subscribed capital 
now is Rs. 1,31,000 and paid up Bs. 1,16.000. 

Q. —Have you much difficulty in making the share-holders pay up? 

.1.- Not at all. Our shares are selling at a premium and there is a 
rush for them. 

Q.— What is the nature of the business that is done particularly in 
your hank? 

.I.--At present we arc merely advancing to people, businessmen in 
particular, against joint pro-notes, discounting hills on several stations 
and we are also receiving fixed deposits. That is all the lmsine.ss thnt. 
we are now handling. It is only recently that we began advancing against 
produce hut we have not made much headway in that direction. 

Q .—Your hank is working independently and is not linked up with any 
other hank? 

A —No. 

Q .—Do you have much current account business? 

A.— Not much business. Our balance is about a lakh or rupees during 
the dull season and during the busy seasons it is about Rs. 50.000. 

Q. —What is the reason for not using current accounts more? 

A. —Tt is mostly because tlic people nre not accustomed to keep their 
money in hanks and there nre not hanks to encourage this habit in the 
people. The Imperial Bank does not concern itself much with encouraging 
this habit. 

Q —Bo not the people deposit in current account in vour hank at all? 

A.—Not much. 


For written evidence, ride pages 704-710 of Vol ume III. 

3 
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J . — ■'What interest do yon give? 

.—We give 21 per vent. That is something. What monies they keep 
in their own safes they manage to keep in ours. They do this because of 
the interest they got. 

Q .—Would it not l>o a good thing to encourage current account hanking 
more? 

.4.—Certainly. 

O.—Do you suggest that the main inducement to open such accounts 
is tne interest offered ? ** 

A. —True. But it also depends upon the distance oJ the banks iroiw 
the business centre. Hitherto the Imperial Bank has been there but because 
o! the distance, 1 suppose, train the business centre, people did not rcBort 
to it for current accounts. 

Q .—You just now suggested that probably they do not realise tho proper 
use of current accounts? 

A .- That is ccitainly the reason. A good deal oi odileative work has to 
be done. 

Q .—Are any steps being taken, at any rate so lar ns you know, to get 
over this prejudice or ignorance or whatever it is? 

.4.—There are no particular stops that are lieing taken but ns people 
come to us for other lacilities, we tell them that keeping a current account 
is advantageous. It is only in this way that no manage to educate tile 
people. 

Q .—Do you think that tor giving comnieicial education cnjuinerciul 
colleges and schools would make any difference? 

.4.—I do not think there will lie much ol n diHerence because Hie 
mercantile community tin not care to go to the schools generally. 

Q.- No, I was thinking ol it Irani another point ot view and that is, 

ii yon teach those who are going to sock employment and tlu*y know more 

about the theoretical side of hanking, would not that he ot an educative 
\ nine ? 

.4.—That would not he of much advantage. I know ot several professors 
of economies who do not know how to draw a che<|UO, and I know the 
nervousness they feel. Hence the educational colleges and schools, except 
to a certain class ol people, will not lie ol nnieli advantag". The real 
education that is required is to the mercantile eoiiiniiriiiv and thc\, I 

am afraid, would not care to go to the schools and colleens They train 

up their youngsters m their own offices in their old ways, it is not so much 
the schools or colleges that would help as propaganda hy hanks themselves 
in the it own interests. 

(J .—In regard to the current accounts m your hank a large number oi 
clients talk only Telugu? 

.1.—Yes, most ol them talk Telugit. 

Q. —Do they have current accounts? 

,1.—As 1 just now told you. some people have current accounts and 
wo are inducing some more people to open current accounts. We also 
have most of our correspondence in Telngn and we keep some of our honks 
in Tolugu in order that they may not find much difficulty. The system 
of current accounts will become popular it the hooks arc kept in Tolugu. 
For instunee, there is the pass hook in English. The people cannot make 
head or tail out of it. But if it is in Tclugu, they understand what it really 
is. 


<?.—T found that in several eases current accounts were not distinguished 
from savings hunk accounts in this way. The current account in many 
places is operated on only by sending a cheque and drawing cosh and tlmt 
of course is a vorv small part in the use of the current account: is not that so? 

A. —Yes. 

Q .—What about the vernaculars? Do you find a difficulty there? 

A.—The difficulty is always there. A cheque is given. Supposing it 
is made payable to order, in the usual way something is written on the 
back: by the payees. We have necessarily to make certain objections and 
they get afraid of it. The persons do not understand what exactly we 
require. A person signed Sastry and ho lived two miles away from Masuli- 
patam and when I sent it hack, lie said—it seems he was retired Deputy 
Collector—being annoyed ‘What does this mean? It makes no difference 
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how iny name is spelt, gCt me the money.' He could not appreciate our 
difficulty but merely turned buck the man who was sent to him with the 
cheque saying that the bunk lias to pay and that it did not make any 
difference as to the spelling and refused to see the cheque. 

Q .—What about the vernacular;' Do you have any difficulty with their 
current accounts in regard to their signatures" 

<4.—The cliiel defect lies in that they do not understand. The question 
of identification does not very much come in in a mulussal place. The 
difficulty' will arise only in the metropolis and other big places. 

Q .—Why ? 

A .—Because most ol the people are known to one another in the mu I us.su I. 

Q .—If the cheques are negotiated, and alter passing through three or 
lour hunds they are presented by a stranger would there be no difficulty 
in identifying li\e signatures." 

,1.—Well, there is no difficulty about identifying signatures in this 
place. But the difficulty is always almut the correctness ol the endorsement. 
Supposing it passes through three hands, each man signs in a different 
manner so that the person who collies to you tor encashment iinds it \cry 
difficult indeed. So a good deal o) halm and education in this respecl 
is the only thing that could make these people appreciate the difficulty. 

M>. Mnthnili < lu Itii/m . Is there no difficulty in deciphering tin- verna¬ 
culars:’ 

.1,— It is only where there are a number ol vernaculars that this difficulty 
would arise anil even there it is easily solved by hat mg a Mousin'. 

'flu ■ t'knh mint: You are doing business in remittances in Calcutta uu«l 
Bombay ? 

.1.—Mostly with Bombay and Madras. 

V- —How is that done? 

.1 .—Generally we purchase lull-, on Bombay or Madias <n Hyderabad and 
we direct our agents there to remit the lands l<> Madras.' There is a 
steady demand tor drafts on Madras. So we manage to diaw our lands 
in that manner. But hi the dull season when the espoil ot rite or paddy 
has stopped we find a lot ot difficulty about remitting out to Madras lot 
our drawings. There will lie only recourse to the Imperial Bank or the 
co-uperutive bank or perhaps to send citrieiicy notes. It is then that the 
troll I ile is always very nnieii left. Sending money by G.C. notes is always 
a dangerous thing. 

4*.—You mean sending hah notes" 

A.-Y'es. Now halt notes can lie cashed by anybody. So the risk is 
greuter. further. 1 understand that the post office authorities charge 
insurance tor the whole face value ol hall-notes sent hy insured post, 
whereas hitherto the practice Imd been to insure them only lor Us. llH) 
or Its. Uotl and the cost lor the bank was very much lessor titan it is now. 
Now the insurance charges have thus liocomo prohibit it c. So this remit¬ 
tance is a great problem for us now at Mnsulipatam. Last year the co¬ 
operative bank was helping us to a large extent. We wore keeping current 
and over draft accounts there and they charged us halt an anna. 

V-—Were th^i remitting through the treasury? 

.1.— I do not know how exactly they managed. But so long us they 
were doing it, we did nut have much difficulty because we spent only halt 
an anuu anti sold the drafts for a profit ot one and a half annus and 
thus wore getting a clear profit ol one anna. This season wc have no 
difficulty because we have got plenty of bills to purchase. 

0.—l)o they represent exports ? 

.4.—They represent export ot paddy. 

U .—How is paddy sent? By rail? 

4.—Yc8. 

J .—Is the railway receipt of any value? 

.—It is of value. The practice with some customers is to send it 
along with the demand draft, that is to say, tile receipt to be given 
only when payment is received. Some people insist on the railway receipt 
being sent to them direct and money is paid by them either by honouring 
the exporter’s bills drawn on them or they themselves send a bill on Bombay 



to the exporter in payment, and the exporter gives us that bill on Bombay 
"for discounting. And these monies we get collected at Bombay and remitted 
to Madras. So that is a circuitous route we take. 

Q .—There is no corresponding import? 

A.—Not much. It is chiefly iroiu Madras and that is why remittances 
have always to bo made to Madras. 

Q ,—There used to be. a good deul ol' bills and tbc amount paid for the 
whole of the export business from the Kistna. Is it not so? 

A. —Yes, that is from Madras, floods from Madras come to the district 
and money bus to bo paid to the people at Muclras. But very little of tho 
produce in that district goes to Madras. Jt rather goes to Bombay, Mysoro 
and other places. So monies that have to couio to Mosuliputum for payment 
of produce exported are paid generally at Bombay. 

Q .—Would it facilitate matters il railway receipts were made negoti¬ 
able? 

A.—We iiavo not found any difficulty owing to the non-ucgbtiability of 
the railway receipts so fur. As we get thorn wo send them to tho agents 
at tho various places for collection. The difficulty will arise only when you 
are not ublc to get tho railway receipt honoured on its production. 

Q .—Is there no paddy exported from Masuliputam? 

A. —Yes, there is. 

Q .—Are all the things exported through Bczw'udu ? 

A.—Yes. 


Mr. Thomas : 1 find lroin your written o\idence that you have estimated 
the indebtedness of your district at one wore, ot rupees. Could you loll 
me how you arrived at that figure? 

A.—AVe have got uhout ten taluks there and estimating at about Rs. 10 
lakhs for each taluk it comes to Rs. 1,00,00,000. It is only u rough and 
ready calculation. 

(J .—How do you get-Its. 10 lakhs for each tuluk? 

A. —That is irom the experience of the co-operative hunk. Their short¬ 
term lendings cover about 11s. 10 iakbs. Tliut is lor one taluk. 

Q. —The loan given by co-operative societies is only a fraction, is it 
not, of the whole? 

A.—Yes, but it is indicative ol the needs. 

Q .—What proportion will it be to tho total short-term loans? 

A.—Just at present the proportion between short and long-term louus 
is about three to five times. 

V.—You speak of eight Manvaris in Gudiwudu taluk having advanced 
Rs. 40 lakhs lor agricultural purposes; Jor what specific purposes? 

A.—'They are lending to any und everybody and it is not neeessury for 
them to know the particular purpose for which the money is lent. But 
then when the agriculturists borrow naturally wo tuku it that some money 
would go to the agricultural purposes and some money' to marriage expenses 
or for the improvement oi land and other things. • 

Q .—Have you any idea of what the principal ones uro. 

A.—it is rather difficult to say. There cannot lie any clear-cut distinc¬ 
tion made as to what monies arc used for agricultural purposes and what 
monies are used for uon-agricultural purposes. 

* 

Q. —But in regard to tho loans given by the Andhra Bank, can you 
give ns a classification of the purposes for which the loans are given? 

A. —We classify this way. The mercantile communities require monies from 
December or tho beginning of January. That is only for six months. Wo 
giro them freely in these months and after that they do not require any 
money and so we usually advance to tho agriculturists and to certain of 
the people in the towns. 

Q .—Do you ascertain the purposes for which the agriculturists require 
money? 

A. —According to their version it is for the purchase of land. 



6,_On wliat security do you lend to the agriculturists? 

A—It is only on Joint signatures that wo advuncc. 

y.—Do you advance oil the security of land? 

A. —No, we do not. 

y.—You advance then on personal security of two signatories? 

A. —Yes, two or three. 

Q .—You say in your written evidence ‘ Tho very poor ryot soils it on 
the held and gets a poor return for his produce. Olten times lie is obliged 
to give it to iiis money-lender who charges exorbitant rates of interest 
in Kind.’ On wiiut terms is it done—the giving of tho produce by the 
ryot to the money-lender? 

,1.—There it all depends on the terms the money-lender may first fix 
up with tho borrower. Sometimes repayment in cash may lie agreed upon 
or sometimes the money-lender bargains lor only a return in kind m winch 
ease the risk of the tluetnations in price the money-lender takes on liimseii, 
uud the borrower ineicly says that he will give so many bags ot paddy or rice. 

y.—JKies he not say that il the price is so much ho will puy so many 
bugs ? 

.1.—No. lie simply says so many bags where it is repayment in kind. 

y.— Are there not eases m which the repayment is made in money, and 
then what does the ryot do? 

.1.—There arc and it tho money-lender is pressing and the borrower 
cannot hold him oft uny lunger, the ryot really sells tho produce on the 
held ilsell. 

y. —To whom? 

. 1 .—To the people Innn the towns. 

y. — Are they not money-lenders? 

. 1 . -Not necessarily to tho money-lender when the repayment is to be 
in cash. T'eople from the towns come to the field and fix up the price lor 
the produce on the field itself as soon as it is ready and take it uway. 

y.—Generally wiiut is the difference between the price in the field and 
the actual market price? 

.1.—The needy mail lias to sell the produce on the field itself at uuy cost, 
(hi one side is the bother ot the money-lender and on tho other tho extra 
expenditure that he must incur it he wore to collect the produce, take it 
home and there store it. These things tonify the ryot out of his usual 
balmice ul mind und lie will sell his produce ou the field itself for any 
price that is offered and there is generally a loss of ten per cent in that 
sale. 

y.—Wiiut is the exact time when the crops are harvested? 

A. —About December or January. 

y. —What are the other demands for funds ou the part of the agricul¬ 
turists? What about the kist season? 

A.—In the kist season they do not generally find uny difficulty. 

y.—When is the kist season? 

A.—In February and March. 

y.— Is there any time when all the needs are crowding upon the agri¬ 
culturists; for instance, the payment of kist, repayment of loans and per¬ 
formance of ceremonies? 

A.—It does not start that way. At the time he gets the produce, the 
needy farmer makes all his adjustments. He clears off his dues it any, 
and if anything remuins is able to pull ou without borrowing for one, 
two or even three months and then begins borrowing. The settlement ot 
accounts is done only ouee in a year. 

J —In the case of the poorer ryots is it generally the case that the 
uce is marketed to the money-lender? 

A,— Tea. . There is the second class of needy farmer who manages to 
gather all his produce and carries it all the way to u town and gives it to 
the commission agent. 





Q.—I am not rei erring to that. He is certainly in a bettor position 
to help himself. What about the needy iyot a ho is at the mercy oi tlw 
uuw lending huu money:' 1 

A.— He merely passes oh tho produce to the money-lender aud takes 
whatever he could possibly get out oi it. 

Q .—You say that co-opeiative societies have made little headway w ith 
regard to produce loaus. What are the difficultiesl 1 Why in your opinion 
have they not made headway? 

.1 —That is becauso the help leudered by co-operative societies among 
themselves is not adequate*. 

y.—You say that the Imperial Dank competes fiercely with the indigenous 
1 anka. In wliat way does it compete? 

A .—] will give an instance. When a person who has dealings with the 
Jmpeiial Bunk goes to an indigenous bank toi discounting his hills, tho 
cashier ol the imperial Bunk conies to know oi it and sends tor him and 
says ‘it you do that onte moie noioi more shall you have iaciiities irnui 
the imperial Bank '. Tins is the latest instance which took pluco m 
I’ocanada. in December, during, the holdays, some merchants came to 
our t'oeanuda bianth and gave bills lor discounting Last week’s report 
ot oui agent says that all those merchants have been sent lor hy the 
cashier aud told plumb that it thin go to other bunks lor some aironi- 
luodnlion, necessarily they must quit the Imperial Bank. They must (boose 
between the indigenous banks on the one side and the Imperial Bank on 
the othei. They cannot possibly deal with both, li such a bort ot warn¬ 
ing comes lroni tho Impel ml Bank, we cannot jiossibly uccommoda'c one 
oustomei to the lull nor is it sale to do so. 

y.—Are you in n position to take up that work? 

A.—We cannot possibly take it up completely at the present stage 

y. —You suggest that a pooling ol the lulls might be done and the 
Impel lal Bank may be made a baukets’ hank. Can you say something more 
about it? 

A.—Supposing there is a joint stock bank which bundles all these In li¬ 
the difficulties lor finance would not be much because they would be imme¬ 
diately rediscounted by the impel lal Bank and when that is done there would 
not be much bother to the imperial Bank, liecuuse the preliminaries mu 
attended to by the other bank. Fuithei, supposing there arc a number 
ol places round about to winch these bills go, n small bank cannot afioid 
to have its branches all over whereas the imperial Bunk cun ceitamly 
afford to do business theie lor cheup lutes. 

y.—But are the indigenous bunks you are speaking of in u position to 
come to an understanding with the luiperiul Bunk? 

A. —Certainly they can, provided the imperial Bank looks at this point 
carefully and sympathetically. 

y.—“ It is u great pity that theie is no recoid ol lights in the Govern¬ 
ment villages in tins Presidency.” l.s that statement oi jours tiue? 

A. —1 am uot puiticularly sure, it is mostly true about the caminduu 
villages. 

<?.—You say that a holding winch is less than 15 acres does uot consti¬ 
tute a paying economic unit, is it wet or dry land? 

'A.—-Dry. 

Q .—Is the greater part of the laud in your district wet or dry? 

A .— Where you have the canal it is net. in other places where there u 
no canal it is dry. 

Q.—Do you soy that 15 acres ol dry land is needed to constitute an 
economic holding? 

A. —Yes, because generally these fanners will not be a singlo family 
people but living under the joint family system, 

Gy—What is the size of the family you have in view ? 

2.—I have in mind a family of at least half a down members, the 
husband and wife, and two or three grown-up children with the eldest 
being married. That is generally the unit for this province. The family 
separatee only after a late stage but till that time they manage toge t h er . 
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Q .—But for such a family is it necessary to have 15 acres of land? 

2. —Suppose one crop fails, the next there should be for him to depend 
upon. 

Q. —IX) you mean by it a unit which will enable the farmer to be well-to-do 
or one which will enable him just to make both ends meet? 

A.—What we had in mind was this. The person having a pair of 
hulls will necessarily have to get certain other things for his convenience. 
The cattle will require grounds for grazing and then all the members of 
the family cannot he made to dopeud upon one crop only. Tn some of these 
places we find chillies, in some pulses and other things. Supposing tobacco 
or groundnut crop fails there must lie the other crop to enable him to keep 
his finances all right. 

Q .—When speaking of such land would yield a crop of chillies, i.e., 
garden land, would not 15 acres he too much for an economic holding? Are 
you in a position to-give act ual^ figures for the outturn of the various crops 
in a holding like that? 

A. —T have in mind one particular instance where the farmer who was 
tilling our own lauds before he was unable to pay his dues properly and so 
was sent away. After some time a)tout 5 or 6 years ago we brought him 
back. We gave him 5 acies. He has his own of 3 acres and has taken 
on lease 3 to 4 acres of other people’s lands. He has six male children 
and two female children and of these the elder two children are adults. 
All these attend to different sorts of woik. In these 5 acres of land If 
acres arc garden lands. A small portion has l»een used for raising turmeric, 
some portion for chillies, and in this way he has distributed the work in 
the land. The place being verv near a town like Bezwada he sends his 
produce day after dnv to the market through some members of the family. 
For the garden he deputes two or three of his own people. In five years’ 
time he has got rid of nil Iiis poverty. 1 am sure that, hnt for the fact 
that he had so much land under him. lie could not have come out of his debts. 

O. —Th it not due to the fact that his grown-up children helped him 9 

A. —Yes, hut the grown-np children had no separate establishment of 
their own. 

Q .—They could have taken some lands on varani® 

A.—If it is a small holding, certainly he could not hare anything to fall 
hack upon. 

0. —You speak of some competition Itetwoen your hank and the other 
hanks. T>o >011 also include the eo-operative hanks? 

A.—Yes; that is in regard to the deposits. Thev give a certain rate 
of interest and the prestige of the co-ooerntive hank is always there due to 
the examination bv the Oovernment and the fact that their affairs are more 
carefully looked into. Hence the people naturally go there. We have 
necessarily to offer higher rate of interest on deposits than the co-operative 
hanks. Tn spite of all tin- the result is that the deposits are divided 
equally between the two. 

O .—Ts vonr hank located near tin* co-operative hank 5 

A .—Tt is just a few yards awav. 

0. —Ts not Masulipatnm n business resort ? 

A.—Yes. 

0.—T think you said in reply to the Chairman that your bank was away 
from the business centre. Ts it not sn s 

A.—Not our hank. T was talking of the Imperial Bank. On necounfc of 
its distance from the business centre people did not go to th® Imperial 
Bank and open current account in it. 

I 

0.—After all the co-opcrativc hank was started earlier than vour hank? 

A.—Ye*. The co-operative bank wns started nine years back and tho 
Andhra Bank was started six years back. 

Q.—And seeing that it is a co-opcrntive venture it must bo regarded 
a national asset. Is it not so? 

A.—They began early no doubt. 

Th? Obairnuin: Has not the same man started both the banks? 

4,—Tea, 
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Mr. Thomas: Why? 

A.—"-The bank in not one man’s affair. , 

Q .—What T want to ask is that since the co-operative bank has done 
well, you have no justification in complaining about competition? 

As- -I am not comi>laining. I am merely asserting a fact. 

The Ohairman: Do not the two banks deal in entirely different businesses P 

A.—Yes. 

Mr. Thomas: What is the kind of business done by the Vaisyas and the 
Marwaris? 

A.—The Marwaris lend only in a certain way, whereas tho Vaisyas deal 
in quite a different manner. The Marwaris lend to all iicoplo, but then 
the Vaisyas lend at the early stages when the borrowers have not reached 
the verge of insolvency. The Marwaris go to the other extreme and give 
moneys generally to such people as are unable to get from Vaisyas. The 
Marwaris take greater risks and they demand higher rates of interest and 
naturally they are recovering their moneys by very stringent methods. 

0.—-Who among these has got relationship with marketing? 

A .—The Vaisya. He is generally a commission agent ns well. 

Q .—Not the Marwari? 

A .—Originally he had nothing to do with marketing. But lie has also 
recently taken to marketing. But the Vaisya also keeps a commission shop. 
His condition generally is that the produce must necessarily lie sold through 
his agency, so that he gains not only in interest on the money lent Imt 
he also gets commission on selling the produce. , 

Q .—Is there competition between Vaisyas and Marwaris? 

.4.—Wo cannot exactly say that there is competition'. It is only when 
a person eannot usually get from the Vaisya lender Hint he goes to llie 
Marwari lender. 

Q. —To whom do the people take kindly? 

A.—To the Vaisyas certainly. Tho Marwaris are nlwnys unscrupulous 
in their methods. 

Q .—Are not the Vaisyas local people? 

A.—Yes, they are local people. 

Q. —You spoke of ‘several professors of economies.’ not knowing how to 
sign a cheque. May I know who thev are? 

A.—You will kindly excuse me if I do not give you the names of the 
professors. 

Q. —But are they economic specialists, niter all? 

A.—At least one I know was a professor of economics. 

().—Was he, really? 

A.—Yes. I can easily point out a number of people, B.A., B.L.’s and 
B.A.. l.T.’s, who are nervous about drawing cheqnes or even about endors¬ 
ing them. The principal of a college did not know how to endorse and 
said ‘ Do something and get me the money nt any cost.’ Ro that there is 
no exaggeration when I say that very many educated people, even people 
who are supposed to know economics and commerce find themselves at sea 
when asked to handle chequeR. 

Q .—Is it not because the hanks have not been functioning well enough 
to justify their existence? 

.4.—I do not say it is the fault of the Imperial Bank. 

Q. —T ask you if the reason for the nervousness in handling cheques 
is rather due to tho too many bank failures and tho doubtful method fol¬ 
lowed bv some of tho mushroom banks? 

A.—Tt is not that way. We have got to tell these people that there are 
banks and to induce them to have recourse to them. That is the kind 
of work that has to be done. 

0 .—What proportion do you in the*Andhra Bank keep as fluid resources? 

A.—la regard to fluid resources we arc generally following the rules 
laid down for the co-operative societies. 

Q .—Do you keep the same proportion? 

A.—Almost the same proportion, 
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Q,—Where do you ijeep itP 

4 .—We do not keep it in any separate place. But wo so innnugo 
our resources as to be able to get money for any unexpected call. 

Q .—Every day you may lie lending what you receive. But suppose 
there is a great call. How will you meet itP 

A .—Home money we keep m the current account in the co-operative 
bonk or the Imperial Bank, and also keep an undrawn overdraft limit. Such 
things can tie said to bo m a fluid condition. And wo keep some amount 
in cash also. These are alt the fluid lesoiirius niul this is how we keep 
them. Wo cannot possibly earmark any money lor the purpose and keep 
it in iv chest. 

Q .—Aro yon in a position lo meet nil your demands? 

A .—Certainly. 

().—Suppose there is some kind of ‘run’ on the bunk. Will it lie in a 
position to meet sncli a case successfully? 

.1.—Every man has always to lie guarding his position. 

Q .—You know that banks have got to keep a solid reserve .somewhere. 
In Engluml, all joint-stock hunks have their reserves in the impregnable 
vaults of the Bank of England, fn the same manner, are you leaping a 
reserve which will stand you m good stead? 

A .—As a matter of latt we have a certain amount as reserve fund, 
and all that we are keeping intact as investment in the debentures of the 
land mortgage bank. We are not pledging them. 

Q.— Do vou keep it in tho vaults of your hank? 

A .—Yes.’ 


Q.~ Could yon toll me what tho amount is? 

.1. - The reserve turn! is R\. 10.000 and odd. 

Q .—They are inside tho vaults of yon r bank? 

,1Yes, without being pledged in any way lor overdraft facilities. 

Mr. Muthiuh CheUnmr: Do indigenous hankers have .“recounts in your 
hank ? 

A .- -Some have. 

Q. —Aro thero any other hanks also in your place besides the Imperial 
Bank? 

.4.—Thero is only one other small bank which was .started some seven 
months back. It is a joint-stock bank and there are no other hanks except¬ 
ing tho urban banks ami tbe co-operative banks. 

Q. —Can you fell me tho terms on which you lend lo the indigenous 
bankers? 

.1.—Tbo indigenous bankers rarely lrorrow from us. They keep with 
ns fixed dejrosits in the off-seasons when they have got surplus money and 
against tho security of these they borrow from us whenever they require. 

p.—You state that the indigenous bankers lend at a rate between 10J 
and 18 per cent. What will lie the’net yield on tho capital of the indigenous 
hankers? 

.4.—Their ex|ienscs ore very little. They keep perhaps one Tderk on 
IN. 25 or IN. .‘10 a month and they generally make from 9 to 12 per cent 
not profit, after writing off the hail debts and other expenses. 

L -You say that tho indigenous bankers would easily be able to make 
at 9 per eeut after leaving adequate margin for incidental lessee. I 
kupposo this statement will hold good oven if they reduce the rates of interest. 
A. —It h not a case of reduction. 

X .— Could they lend below the rates prevailing nowp 
.—It cannot possibly lie so. Bad debts they necessarily will have and 
the 9 per cent is after making sufficient provision for bad debts and other 
expenses. 

2 .--Do indigenous bankers have much difficulty in realising their loans? 
.—They do when they are not careful. Now oven the most careful 
wan has to bo walking to the court every day, 
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J ,—Is that mostly in regard to "clean loans or secured loans? 

.—They sire all sorts of loans • and in most cases they find the same 
difficulty. Only in the ease of mortgage loans they are more sure of recovery. 
In the esse of clean loans they cannot bo so sure. 

S .—Do the indigenous bankers lend on the produce? 

.—Not in the Kistna district. Here I understand that even the Mar- 
Waris are lending against the produce and they do not insist on insurance 
and the other formalities required to be gone through by the Imperial 
Bank. Hence even though the late of interest charged by the Marvvaris 
is 12 per cent, many only go to them in preference to the Imperial Hank. 

Q .—WbyP 

Ay—In the case of the Imperial Bank the interest is only 9 per cent, 
but when the insuranee charges and other incidental charges are taken into 
account, it comes to aliout 104 to 11 per cent very easily. If it is tho Mnr- 
waris lending money they get very many more facilities For instance, 
when the godow n i-> only half lull, the Alarwari locks it and advances 
money. When a rn^toiiipr comes he gives partial delivery of the goods. 
The Marwari allows it even supposing tho party were to say that ho will 
pay after the delivery of the goods. 

Q .—Do the Marwaris olid tile Vnisvas lend oil gold? 

A.—Yea. 

Q .'—What is the rate of interest charged*' 

A.—It is about 10 per cent. 

Q .—Does your bank lend on gold 5 

A,—Our linnk has not begun it. The Ithaiala l.axini Bank and the 
Imperial Bank lend on gold. 

0.—What is the rate of interest there? 

A.—They charge about 8 to 9 per cent m the Tmpciial Bank, f think 
it is about 1 per cent over the hank into. 

Q .~What is the rate charged by the otliei banks on loans given to 
the indigenous bankers? 

A.—The Imperial Bank charges 2 per con 1 over the bank rate and 
we charge 3 to 4 per cent over the bank rate. 

0. —What is the average? 

A .—About 3 per cent over the bank into. In the ordinary season it will 
lie 3 per cent nnd in the dull season ii will onlv be 2 pei cent. 

Q. —How do you expect the indigenous banker to get 12 per rent net 
yield when he takes loans at 9 to 12 per cent*' 

A.—If the indigenous hanker is able to give good security lie gets at 
per cent or even 8 per cent. 

0. —Will he he able to get good security also when Be lends? 

A.—Certainly. Money is lent at JOS to 12 per tout in the case only 
of mortgage loans. 

Q. —Is it possible to get security for all the amount that people want? 
Should there not he some agenev for lending money as dean loans? 

A.—Yes; there must certainly be an agency who will fake greater risks. 
The banks do not lend on single signatures, hut the indigenous banker can 
do it. Such an agency is absolutely necessary nnd you cannot possibly 
dispense with it and at the same time the reduction in the infos is possible 
only if deposits flow into banks. 

0 .—What is the rate that tlie indigenous banker jiavs on the deposits 
he receives? 

A.—From 6 to 9 per cent. 

0. —What is the period? 

, A.— No exact period is fixed. They take the money and make an entry 

in their books and there the matter ends. 

Q .—Sometimes do they not give pro-notes? 

A.—They do not give any pro-notes, not here at anv rate. Perhaps in 
Madras they do. Here not even an official receipt is given for the money 
deposited. The confidence is so much in the indigenous bankers that « mere 
entry in their hooks is sufficient and no receipt even is required. Whenever 
the depositor wants money he can draw it, 
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J .—GeuoraUy for what periods do they lend to the agriculturists? 

,—Generally the condition wilt bo to got repayment when the produce 
coiuos into tlie debtor’s hands. 

Q .—That is during the harvest season? 

4.—Yes. 

Q ,—You were just saying nlxjut godowns. Do you think it is bettor to 
have warehouses run by the Government or the municipality or run by 
private people? Which will be more popular? 

.4.—People who can afford to invest their money in building houses can 
certainly invest in building godowus and that will certainly he much better 
il only they are directed properly and laeilities are afforded to them. 

Q .—Do you not think that the indigenous bankers will have more confi¬ 
dence it they were to lend against produce kept in godowns run by tho 
Government or the* municipality or the district board, than against the 
produce kept in private godowns? 

A .—l have already mentioned that a certificate corresponding to the 
wuiehouse-keepei’s certificate will certainly bo of great advantage to 
tho indigenous bankers and ultimately if will help the borrower in that 
the east will lie reduced. 

Q .—You say flint the total indebtedness of the jyots may lie estimated 
nt about Hs. 2 mires in your district. Docs this include the money lent by 
the indigenous bonkers? 

4.—Yes. 

Q .—You say in regard to hind mortgage bunks that the district can bear 
another 18 banks in addition to tip* two existing banks. Will they bo in 
u position to do all this business? 

.1.—Well, they ought to. That is all I can say; and it they do it, the 
Hartleys ol the indigenous bankers wilt flow into the hanks. That is what 
we hud now. Tlioie was enough money lying idle in their hands. With the 
establishment ol the land mortgage banks, the co-operative banks and our 
own bank wo find some two or three ol these prominent indigenous bankers 
finding lots ol monos in their hands without any possibility ol investing 
so that in the dull season they keep their money ns deposits'in the hunks. 
As banks liicicnso the moneys are necessarily bound to flow to the banks aa 
deposits. 

ty.—As lor the finance's the merchants in towns like Musulipatam require, 
Jrom whom do they get money? 

4.—They gut irom the hunks or the Marwuris or from the usual ac¬ 
counts that they have between merchants of one plncc and another. 

Q. —You say that ‘ at present joint-stock hanks lend only for six 
months while co-operative banks lend tor 12 months except where they give 
fne years’ loans mid that in lietweeu tlioie must ho three years’ loans also.’ 
Gould bunks uttord to givo loans for three years? 

4.—Well if they accept deposits for threo years there is nothing to 
prevent them Irom lending lor u period of thieo years. 

Q .—Do they get deposits lor three years? 

4.—We do. In such cusos il proper care is taken investments for throe 
years must he possible. 

Q. Is it possible to get deposits for threo yours? 

4.—Yes. Most ol the indigenous honkers now find it safer to deposit 
their moneys with joint-stock bunks. 

Alt. Thomas: Why is it safer? 

4.—ltocausc tho business ot the hanks is public and well known and 
they fool sure of their money as they can get it whenever they want. 

Q .—You say that tho Vaisyus arc more popular. But ure they not in 
tho same position us the Marwuris? 

4.-—No. Tho Marwuris are toreigners and their business is not so 
Well known as that ol the Vaisyas who belong to the place. 

Air, Alunisvrumi Nayudu ; You have dealings in samindari areas? 

4.—Not much, except some fow people who come to us for borrowing. 

Q .—Do you find any difficulty from people who belong to the aamindsn 
areas?. 

A.— No. We do not find any difficulty in their dealings. 



§8 


Q.- —Ha ve yon experienced any difficulty in ascertaining lie value of 
*w, lunch nti/J th© tiWe-d©6<Is of tbo ananP , vjxt 

y«, some. They are unable to produce them. But tboso diffi¬ 
culties will corn© in the way ol the buwesslul working oi land mortgage 
hanks* 

O.—Tlmt is tine, but f am asking alumt jour owii l.aiik. Havo you 
found any difiicultics in ascertaining tlm title to l«ud p 
bugge&tiouh to make to improve by say ol getting bettor j>roof of tho 

* jl—l have already inculioned that. An agency may bo set up lor tins 
purpose and if the ssainindar allows the land to lie surveyed und pottos 
unu lnnchihkus to lie given then an improvement will have boon luado in 
that direction. 

Mi. flo/Kih Hi non. Yoins is a joint-stock hank, is it not}* 

A. —Yos. 

J —What is the p.ud-up vulue ol yom sli.ue? 

—It is Hs 100. 

0. ~ Fully paid up? , , , , 

jl _y os . Keoentiy have issued some shares the paid-up value oi 

which is Hs 00 

O —AVbat is the value of tlie share in the slime iimilct' 

A. —iullj jiaid-up shares me quoted at Us 110 

0 —And partly pmd-uji shaics® 

A .— ] do not kilim then quotation as they liavo been only a month back. 
rt.-W bat is the total number of ydlir directors 9 
A.—Eleven. 

0.—You aie the secretary of the bank > 

A.—Yes. 

(J— flow long have* jeju been the vs ielan ? 

A.~ T have been there since .Septembei Ifftff*. 

Q — Have the dneetois delegated to you any pcmeis® 

A. —Yes, certain poncis incidental lo the cariyiug on the o.l'cc of tho 
secretary 

Q—Are you authonzul Lo giant Joans® 

- A.- Not alone. Loans Mere gt anted and sanctioned at .v business coin* 

nnttee oi the directors’ meeting oiigmallv but some time lust ycat it was 
abolished and the nundiei oi dues tens leduced fiom 15 to Jl. 

O .—So there is no business lonimittee® 

A.— A’o. 

O .—-What is join chief business-' Hanking business'* 

A .--Receiving deposits, lending against deposits, against joint signa¬ 
tures, discounting bills, selling dratts on otlioi places, etc. 

-Do vou open savings bank accounts? 

[.—Yes. 

q .—What is your experience ol savings bank accounts m your liauk? 
Are they very popular? 

A. —Ves. 

q .—What is 1 lie total sum you have got m the suvings bank accounts 
ot your bank? 

A. —We have Hs 20 000 in them. 

q .—Against cuncut accounts lieu luueliP 

A.—We have aliout one lakh in tlie dull season and in the busy season 
between Rs. 50,000 and Rs. 75,000. 

[).—How much in fixed dc-posits ? 

-We have now five lakhs. 

Q .—Can you suggest any means by which tlie suvings bunk accounts 
cut bo encouraged amongst tho people in tlie locality? 

A.— It can be only done by education. 

Q ,—Have you any suggestions to make as u bank secretary to inn ease 
the banking habit on the part of the people to open more savings bank 
fOQowitir 

A,—It is only by making the bonk more powerful and more popular and 
adding te Hi activities. 



Q. —Wlaal is the rate of interest you are allowing to your eustouieis* 
wrings bank accounts ? 

A. —Wo are allowing 4 per cent on tlio monthly minimum balance. 

Q .—AYliat is the minimum balance? 

A.—Ks. 5. 

tt.-What interest are you allowing on fixed deposits? 

.i.—0 per cent. 

Q .—Is it possible to increase the rate oI interest on these savings bank 
accounts in order to induce people to deposit more money m that a ay t 

A .—The rate ot interest does not count lnuclt m this ease. Ji is tlio 
nahit that ought to be developed. 

<?.—l)o you think that by allowing those people to diaw choir amounts 
irom tlio savings bunk account by menus ot cheques you could tin outage 
the opening ot more accounts by the people? 

A. —I ao not find anybody complaining about it. Mow when they want 
money they send m their letter with a uiesscnger with the pass-book unit 
thus got tuo money. Aly experience is that some of those people who have 
current ai'counts send tlicir pass-books when they diaw cheques. 

Q .—Since the stump duty on cheques have been abolished do yon find 
that people have been issuing more cheques? 

.1.—As regards such ot those people who have been accustomed to cm* 
lent accounts I adore, they certainly me using more cheques. 

(J. You M»y that tlio banking habit on the part of tlio people has 
increased? 

*1.- f do. By the aliobtioii of the stamp duty mote banking accounts 
have lieeiL opened uiul groatet use ol cheques have been mude. 

Q- Arc these diequos all diawn in JUnglisli? 

A — The mnjority ol tlio cheques aic drawn in the vernacular. 

V--Are you issuing cheque books to your t-onstituonts printed in vmun¬ 
til lari' 

d.- Vo Innc now only Kuglish tlicquc books, but we me thinking ol 
having them printed in j'elngu also, 

(J. - Yon told us a little while ugo tliut people experience difficulty in 
deciphering endoisements on cinques. Ikies yout* hank experience any 
illtbcully in deciphering vernacular endorsements? 

. A.- flic thing is, we lind a lot ot difficulty m lnukiug the people endorse 

in the manner we require. 

Q~ Suppose I do not know Telugu, but know only Tamil. 1 endorse 
a i tuque in Tamil. Will you accept that cndoiscmont? 

A — Wo cannot possibly reluse it. We have to apiuiuit (or refer it to) 
some one who knows laiuil. 


0" You do not lbink there is any difficulty in making a special ciuloitc- 
mem, on a cheque even though it is made payable to bearer? That is von 
uo not, objqct to lioaiet cheques being converted into order cheques * bv 
bpeemt eiutorsemeut ? 

A.—' The nature ol tbe bearer cheque must not be altered inoreiv bv tbo 
laet that it is specially endorsed by soineliody. 


y.-—Under the present law » bearer ehequo becomes an order cheque 
it is is specially endorsed? You wont it to be altered? 

A.—It that difficulty is removed iierlmps the popularity oi cheques will 
increase. 


'What is then the safety for the man who endorses ? 

A.—It is not tor saioty that ono sigus on tho back ot a bearer elioauo 
it u as a matter of cdstom. J 


Q.— So you want cheques to be drawn in the vernacular “ or bearer ’• 
same time you do not want people to endorse the cheque to another 
on the back of it to make it a sepcially endorsed cheque P 
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0.—There was u legislation io that effect. What j want io know is 
don’t yon think that the European bankers will find it difficult to decipher 
others’ endorsements properly if they are mode in the vernacular, the 
endorseo likes, and they thorefore wanted a bearer cheque or bill should 
always remain so notwithstanding any endorsements made therein to the 
contrary. 1 presume you agree to their contention!* 

A.~ That cannot bo helped, especially when ym/ consider the hundreds 
and thousands of people who will be lienefited thereby. Only a few banks 
will suffer and they even can afford to keep a munslii. 

Q. —You are. therefore, contradicting. But you however want them to 
engage a inunsbi for each language to get Over the difficulty ? 

A. —A raunshi is a man who knows different languages. 

Q .—Suppose there is a central hank. You will find that n large nuinW 
of cheques with endorsements mude m different vernaculars coming up 
there and especially if there is a clearing house established they will 
find it difficult to get the cheques put through that particular clearing 
house especially when it conics say mi hour heioro the time of clearing!* 

A. —It might inconvenience banks in cities say ior example in Madias, 
but it we consider the inconvenience to hundreds ol pooplo, 1 cm inclined 
to think vernacular endorsements are preferable. 

Q .—So you think it is better to keep a bearer cheque always a bearer 
cheque? 

.4.—Ye«. 

().—Hare you had any bad debts in tho past? 

A. —We had one only in the past and that was only for a lew hundred 
rupees and we had made ample provisions for it. 

Q .—You said that by the audit by Government of the u'counts of co¬ 
operative banks the public have got greater confidence in these co opoiativd 
societies. Are not your accounts audited by auditors who have passed tho 
G.D.A. examination and certified by tho Government? Then vliy do the 
public have any preference tor tho audit carried out in co-oiier.itive lambs? 

A. —There is a lot of difference between audit and inspe•tion. Audit is 
merely looking into accounts, B nd their correctness. But inspection is go¬ 
ing into the business side of it also. 

Q. —In our ordinary joint-stock banks tho directors arc responsible for 
the business aspect of the bonk. The auditor audits the accounts submitted 
to him by the directors? 

Au—But the director is a man ot the bank and what be does the de¬ 
positing public will have no knowledge of and since the appointment, of 
tho auditor depends upon him. the auditor does according to the directions 
of the director. Tho nuditor ran never lie independent in his views nor 
could he write strongly against the bank. 

<».;-You know there is a proposal by the Government ol India to have 
a society of auditors establisluxl ami all the duly qualified auditors are to 
he brought hv registration into that .society. If such u society is Matted 
do you mean to say that their audit will not lie ronsklored so good ns audit 
carried out hv the co-opcrntivc department? 

A. —Yes, if it is an independent society and the aiipointmeiit of the 
auditor or auditors is not in the hands of the hank. Hint certainly will 
improve matters. My objection to the auditor is that he cotfferus h’imse’f 
about accounts only and inspection is something more than that ami the 
latter will infuse more confidence. 


0 .—Whitt remedy do you suggest? 

A.—That the appointment of the auditors should not bo in the hands 
of the banks and should not be in the hands of the directors also. 


Q .—But the directors are responsible for the accounts? 

A.—The divertors ore part and parcel of the bank and tho investing 
public have nothing to do with the hank. 


Q .—The directors are responsible to the shareholders and to tho invest¬ 
ing public and the auditors are appointed at the annual meeting of the 
shareholders? 

4.—But what about the responsibility to depositors? That is why 
deposits come more frequently to oo-operative hanks than to ordinary joint* 
•todk banks. Of course there is the questions of prestige also, their standing 
position sod those wings. 
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f i }t general that more deposits come to' co-operative societies than 

ndian managed joint-stock banks? 

j gome extent I think it is. If a bank js started at the same time 
as a co-operative society then people go to the latter. 

Q ,—You mentioned a little while ago that money is deposited with indi¬ 
genous bankers even without tlio sum lieing entered in tneir pass-books or 
without giving any receipt for the deposit. Do they in the same mama r 
lend money on open accounts? When they grant overdrafts or accommo¬ 
dation by loans do they trout that transaction simil irly t 
A. —Yes, they begin in that way. 


O .—A man comes and arranges to have an ovoid raft or a ban from an 
indigenous banker. You say that the indigenous bankers allow him the 
loan even without security. Do they do it generally? 

A .—That is not always the case. But generally a person <omes to an 
indigenous hanker and tells him he wants money and he gives it, but in 
doing so lie considers whether the customers’ credit is very good. If your 
credit is good you have only to send somebody to the banker, and he gives 
the money. As regards the limit of the overdraft it depends upon cir- 
< umstnncos. 


(j .—Do you -find much competition between 'be to wears and Indian 
managed joint-stok banks? 

A .—Only when a man cannot get iici-oniniodiition from n bank that he 
goes to the indigenous banker. 


Q .—Do you think in such eases the sowears demand higher rates of 
interestP 

A. —No. 

Q .—Do you think the influence of the sowear is waning milch? Is he 
still a living institution? 

A .—He is still carrying on hi, business and unless the eo-o|K>rative 
movement has taken root in each and every village it is not possible 10 
displace him. 


<?.—Are you advancing loans more on mercantile p rid tiro or on food 
grainsP 

A .—It is only against paddy we are advancing loans at Ma'iilipatam. 


—How many branches have you? 
.—Only ouo in Cornnndu. 


0 .—You said you experience some difficulty in making internal Kinit- 
tunce.i. Can you suggest any remedies to overcome the difficulty? 

A .—The Imperial Bank is in charge of the Governm-mt treasuiv. Hint 
bank should give some facilities to the joint-stock hanks. Now they are 
treating the joint-stock hanks and ordinary customers in the some way. 
I suggest thnt some preferential treatment should lie accorded to the 
former. If they (piote lower rnics for transfers internal remittances will 
be facilitated. 


<*.—Tn this connexion what is the security that you propose to give 
to the Imperial Bank for such help that they ore retpiired to render to 
.von P 

A. —Well, the security is the general assets of the hank itself. 

0 -—What is the percentage that you expect to get in such cases? 

•1.—The Imperial Bank discounts for two annas or three annas per 
cent. j 

Q —No. That is not it. Suppose you have a hundi for Rs. 1.000 and 
what proportion of it you want the Imperial Bank to advaneo to you? 
Will you put it at 60 or 70 per cent? 

d.—If a merchant takes a hundi for say Rs. 1,000 to the Imperial 
Bank they take two or three annas per cent and give the rest ‘to him 
light away. 


0 .—What is the usance of thnt hundi? 

A .—Generally payable on demand, or within a few days. 


. Q—H H iis drawn on the Imperial Bank itself they will give, hut if it 
is on anv other banker will they give? 

» —■▼*?, they do, hut they take into consideration the credit of the 

drawer, his reputation, 
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' 0.—You mean that if there is the Imperial Bank odd An Indian managed 
joint-stock hank, you want the bill to come to the joint-stock bank? _ i 

> A,—As it is now, what wo find is when we quote a rate, the Imperial 
®v«k quotes a lower rate. 

Q .—On what does your lending rate depend? Do yon quote a certain 
percentage over the Imperial Bank rate? 

A .—We fix our own rate. The Imperial Bank has got so many branches 
so much so they need not pay anybody in the foreign place to collect the 
liundi, but wo have to pny collecting commission. 

Q .—If you consider tlmt there is serious competition, is it not better 
that tho lending rates should be fixed by all the banks consulting together? 
Is it not bettor to have n fixed lending bank rate? 

A. —That is possible only when all the banks are on the saino level. 
Tho imperial Bank stands in a privileged position. 

p .—You said that tho mercantile community does not enro to send 
their hoys to any hanking class or commercial schools, llow did you drnw 
lhat inference? 

A. —Because those hoys are trained in their own shops from tho begin¬ 
ning and rarely do you find merchants’ hoys going up lor higher studies 
and these commercial studies can lie lmgim only when the students come 
to tho fifth liorm or the school final class. 

Q .-—Nowadays yon find a number of commercial schools springing np 
everywhere in the Presidency and we have a surplus of students who have 
come out from the commercial schools. Will you appoint one as a ilerlc 
who has got a practical knowledge of hanking and who is educated in ll 
commercial school or take one without possessing that qualification!’ 

A. —I will, but tlic mercantile community will not. Certainly tbo train¬ 
ed man is better than the untrained man. 

p .—Do you consider that banking education is a necessary equipment 
for a hank clerk? 

A. —Yes, it is an absolute necessity. I find that owing to Uic existence 
of the co-operative movement a lot of people who otherwise would luivj 
known nothing of bunking know much about banking now. They net as 
secretaries aiui clerks and so on and they have had no education "in I ank- 
ing. 

p. —Have you got any clerk in your bank who has got a certificate in 
book-keeping, or commercial practice or banking? 

A. —1 have one who lias passed part 1 of the Institute of Bankers’ 
examination and who lias passed most of the subjects in part-JJ. 

p. —Do the merchants charge any interest for hand loans given to other 
merchants? 

A. —I am not aware. 

Mr. Thomas: May T know what interest you charge on current accountP 

A. —Two and a half per cent on daily balances. 

Mr. TTiimrnl Kultan Marti ah : You just said the Imperial Bunk haa 
asked some of the merchants who dealt with other banks to close theii 
accounts or else not to have transitions with other hanks? 

d.—Yes. 

Q .—Were you satisfied at lhat time when the Imperial Bank warned 
them that those merchants were not indebted to the imperial Bunk to the 
hilt? 

A.—It is not a question of indebtedness. Tt was merely for discounting 
some bills that they came to us. The question of indebtedness to a la'ge 
extent does not arise at all. 

0.—Your bank does not advance on gold? 

A. —No. We do not want to engage in it just at present, but on pro- 
dure we have just begun. 

Q .—You state you are giving loans only on paddy? 

A .—Because that is the important available produce in Masulipatom. 

Q .—From what you say you are not for the opening of more branches 
of the Imperial Bank? 

A.—Well, not in competition to Indian managed joint-stock bank*. 
Whore already there are no Indian joint-stock banks the Imperial Bank 
can open branches. Certainly if no one is there already any one can Lo 
there. 

(The witness then withdrew,) 
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* Oval evidence. 

The Chtiirmun: Mr. Achnriynr. we arc indebted to you for the useful 
note yon furnished on the Committee's questionnaire. 

<p.—How long have you been in this Co-operative Department? 

A.—Ten years. 

Q .—And before that? 

4.—T was a Revenue Divisional Officer. 

Q .—Where did you serve? 

A.—Tn the Kistna. Godavari, Nellore. Gnntnr and partly in Ganjam 
and Yiaagapatam districts. 

0. —But mostly in? 

A .—Kistna and Godavari taluks. 

Q .—So vou have got a fair amount of experience? 

A.—Yes. 

Q. —I propose to ask you a few questions regarding the record of rights. 
You suggest that it should he done hv the Revenue Department? 

A.—Yes. 

Q .—A suggestion was made yesterday that any record of rights should 
be in the hands entirely of the Registration Department. 

A.—T appear to have said in mv note, the Revenue Department in 
collaboration with the Registration Department. 

0. —Do you think there would bo any difficulty in the way of the 
Registration Department entirely taking over the whole thing? 

A.—T do not know whether thev will lie prepared to take over the 
whole tiling and whether they would find it possible to have the thing 
accomplished without the help of the Revenue Department. Without their 
assistance they cannot take up the work of compiling n record 1 of rights 
because the main lines of enquiry will have to be done by the Revenue 
Officers. 


G.—Will there have to he enquivy on the spot? 

A.—Yes, in certain coses. 

0 .—Coder * Indigenous banking ’ you refer to the * Nngu * system I 
gather from vour note that the ‘ Nagu ’ system of loan, of granting loan 
repayable in kind involves an infinitely higher rate of interest than the cash 
system. Ts that vour idea on the subject? 

. It obtains onlv ini certain portions of the Neliore district and 

to my knowledge not in the Kistna district. 


* for written evidence, ride pages 847-882 of Volume OT. 
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ig thatP Do you think it has died out? 

It u dying out. 

Mr. Thomas-. You hare stated in the very first paragraph (r) of your 
note “ the tobacco growers in the Guntur district receive advances from 
foreign' tobacco companies for cultivation on the understanding that the 
produce will be sold to the companies”. Do you happen to know tho 
terms of business on which this is being done? 

A .—I do not know. But I know as a matter of fact that this practice 
exists, and that loans are given on this understanding. 

Q .—You have no idea of the methods of the transaction? 

A .—Not of the details of these transactions. 


O.—You say that the Government have raised the rate of interest on 
takavi loans from 1907 to 1921. Can you tell me why the rate lina been 

pushed^t.^ ^ t j le rftte at the Government themselves borrow. 

,—Do you think the ' Nagu ’ system is dying out? 

Yes mainly as a result of the extension of the co-operative move- 
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ment. 


Q .—According to Sir Frederick Nicholson’s Deport, if T remember right, 
the greater part of the loans were grain loans. It is not so now? 

A.—Grain loans are now going out of vogue. Sir Frederick Nicholson 
published his report some 30 years ago and his conclusions at thnt time 
does not hold good now, at least in this respect. 


S: 


—So grain loans are very few? 
—Yes very few. 


Q .—You say “ the village monev-lender generally enters into a contract 
with the ryot "that the produce of the land shall lie sold to him at a favour¬ 
able rate immediately after the harvest”. Have you any idea us to what 
extent the ryot loses thereby? 

A .—By selling it at the harvest the ryot loses from 10 to 20 pev cent. 
By holding over the produce for some time more he would have got about 
10 to 20 per cent more. 

Q .—Yofi say in vour note that such loans given to agriculturists are 
not always used for agricultural purposes. Then for what other purposes 
are they used? 

A .—For marriage ceremonies, education of children, other ceiemonies. 
etc. 


Q .—Have you any idea as the proportion of the loans spent for these 
different purposes? 

A .—I think I can only hazard a guess. Roughly it is only 50 per cent 
of the loan that is spent for strictly agricultural purposes and the rest arc 
spent on other purposes as marriage, etc. 

Q -—Of the other purposes which |r the most important? 

A .—I think, marriage and its incidental expenditure ns dowry. 

Q .—What about jewellery ? 

A.—-I, do not think they get jewellery f.om loans, except perhapR thnt 
part of it which goes to the son-in-law or the daughter at the time of the 
marnage. 

0.—What about buying land on borrowed money? 

A.—I think I have stated it in my note. 

?-T; You s P eft k a nidhi in these parts. Does that nidlii have a shnro 
capital P 

A.—It is the Nellore permanent fund. I have no idea. 

©• ? ave ^ey any bad debts? Have yon any information on that? 

A. —No. 

©•~Do they distribute profits to their shareholders after inking into 
account the bad debts? 

A ..-—.I have no idea, T am not aware of the details. 

©•—J® there in these parte much fragmentation of holdings? 

A.—^Yes, to a large extent, especially in the deltaic area. 

0.—What is the lowest holding that you know of? 

4,—Say one acre, 
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Nothing below that? . 

A.—There are, sometimes, even 50 cents, but generally ono acre, or oO 
cents of wet land with some dry lands. 

S .—1 suppose a man will have generally both dry and wet lauds? 
j —Not necessarily. There are villages which are purely dry ard cer¬ 
tain villages purely wet, and some an admixture of both dry and wet. 

Q ,—You think that there ip considerable fragmentation going on and 
that it requires to be rectified. 

A.—Yes. The number of pattadurs is increasing. 

Q .—Do they divide each field into bits wlien brothers divido, or do 
they give one field to one and another field to another? 

A. —That is only very rarely. Generally they divide each field into 
bits. 

Q .—To what extent do Messrs. Brunner Mond & Co. and Parry & Co. 
finance the agriculturists? 

A. —They sell their fertilizers here. 

Q. —You speak of Betidi banks. Are they regular banks? 

A.—They are not registered banks. They are like Vuisyas and they 
are peculiar only to the Nellore district. 

Q. —You have given the capital required for cultivation expenses for 
threo districts. How did you arrive at those figures? 

A. —According to my opinion they represent the normal cultivation 
expenses. 

Q .—What will Ire the highest yield from that land? 

A. —From a wet land it will be Rs. KX), Rs. 30 is the cost of production 
or cultivation expenses. 

Q .—Do you posscsb any notes where you have accurately put down the 
different items? 

A. —No. 

Q .—You speak of ' intensive co-operative education ’. May 1 know 
what it means? 

A.—Co-operative education by sending trained men into the villages to 
teach the villagers the principles of co-operation. 

Q .—You mention the tobacco company’s factory at Cliiralu. Have you 
any idea of their transactions with their clients? 

A.—No. But they have large transactions and they amount to lakhs. 

Q. —Are those who cultivate tobacco able to get the market price for 
their produce? Or have they to accept the prices offered by the company 
not being ablo to find other uiurkcts to sell? 

A.—They have to accept lower prices for want of other markets. 

Q. —You speak of Indian insurance companies being encouraged. To 
what extent are people in the district with which you are acquainted, get¬ 
ting themselves insured in Indian Insurance companies. 

A .—The Andhra Insurance company is doing good business in this 
district as also the local agents of other insurance companies as the Oriental, 
the Empire, etc. 

Q .—Why do you think tlieir business is not making much progress as 
compared with foreign insurance companies? 

A.—Because they were started much earlier. 


Q .—You mentioned about the Andhra Insurance Co., Masulipatom. Is 
it working well? 

A.—Yes. 

©•—I suppose they invost their premia in co-operative banks? 

A.—They nave taken Rs. 10,000 worth of debentures in the VadJaraan- 
nadu land mortgage hank. 

©■■“Tn your opinion what percentage of people who borrow money 
from the money-lenders on the security of their lands have eventually to 
soli their land? 

A.—I think it may be about 60 per cent. 

Q.—Oao gentleman told us yesterday that about 76 per cent of the 
casco known to him end in the Bale of land. 

... A.— It may ultimately come to that after a lapse of 50 years, I th'Bfc 
taw 60 per cent is too large a percentage. 



Q.~The spread of the co-operative movement lias compelled the indi- 
hankers to lower their interest. Is it not so? _, 

A.—Jj'onnerly they were charging 12 to 24 per cent interest. Even 
now 7 in the interior they charge the same high rate. Wherever there are 
co-operative societies there tboir rates aro almost equal to that of tho 
society^ 

-Do you know any money-lenders who have invested money in co¬ 
operative societies? 

A .—Only a very few, 

Q .—Do you know of people borrowing from co-operative society and 
lending the same to outsiders at higher rutes of interest? 

A .—There may be a few cases here and there but they arc not general. 


U .—Can you suggest any ineuns of discouraging that practice? 

A.—I have no suggestions. Hut the individual borrowing power is 
limited so much so that oven if thoy do it the profit will lie only very 
limited. 


Q .—You suggest that “ co-operative central banks and primary socie¬ 
ties should develop the system adopted by the commercial banks for trade 
purposes, especially the system of huiulis and discounting bills”. Do you 
think that such business is suitable for co-operative societies? Is that 
work a right line of development for the co-operative movement? 

A. —It is a desirable practice. To begin with urban banks must tie en¬ 
couraged to develop the hundi system. 

J .—Have they the necessary experience? 

.—As regards that point 1 am positive. We can make it obligatory 
on each bank to employ only trained hands. 

y.—is thnt the object of eo-ojicratioii ? Co-operation is luoant to 
increase self-help among the members anil not for commercial purposes, 
itut here co-operation passes iroiii the stage of mutual help to cummer- 
cial profit becking. Does it not? 

A. —1 never advocate profit seeking. 

Q .—if co-operative societies tuke to bill discounting business, they will 
come into collision with joint-stock banks. What do you say to that? 

A. —Probably 1 should not have said 1 Primary societies ’. J think I 
should have said ‘ central banks should lie encouraged to do it. ’ 

Q .—Do you know of any central bank that docs it now? 

A. —To a certain extent the Masulipatam central bank is doing it now. 

0 .—What success has attended that enterprise ? 

A .—I cannot give a definite answer. I have not gone into tJie details. 

Q .—Have they met with any difficulties or experienced any troubles P 
A. —To my knowledge no. 


Mr, Gopala Merton : You say that tho system of marketing of groundnut 
crop in these parts is not uniform. In what respect is it deficient? 

A.—That depends upon the. status of the producer. If he is a poor ryot 
he sells it at once at the time of the harvest to the local merchant in the 
village. If he is somewhat well-to-do, he carries it to the adjoining shandi 
and if he' is in a bettor position he takes an advance from Messrs. Balii 
Bros., or Voikart tiros., and takes also a forward contract and supplies the 
goods when they are ready. 

Q .—In what way is the producer at a disadvantage in such cases? 

A.—If he has to sell it at the harvest, necessarily he has to forego his 
profit, which he would have had if he had the capacity to hold over the 
produce till a favourable time when the price rose high. 


Q ,—This business is mostly done on the forward contract system as you 
have yourself stated. Is it not? 

A.—Not in all cases. In a majority of coses this is being done in different 
parts as the crop is coining up. Business men, I mean the exporters of 
big or small firms, both Indian and European, have to make forward con¬ 
tracts with the foreign firms and probably these contracts have to be made 
fundi earlier than the harvest time and they aro being made. 



Q .—The system is that these export houses send their agents to the rjots 
and moke theso forward contracts at a fixed price. Probably the commodity 
is delivered immediately after the harvest. In what way is the ryot in a 
disadvantageous position ? What I mean is that the commodity has to Ini 
shipped say in the month of "December and these contracts are made pro¬ 
bably in the month of August or September and naturally the producers 
quote a price ruling in tho market or which the ryot thinks it proper to 
accept. In what way is the producer handicapped? 

A,—The ryot will lie in a better position if there is a bureau of informa¬ 
tion or if the ryot is informed either through the co-operative societies or 
some other agency of the ruling prices in the market from time to time. 

<J. —J 11 which market—in tho Madras market or the foreign markets!' 

.A.—Jn the foreign markets too. The usual thing is that the price is 
lower in August and it is much higher in November and December. Jn fact 
7 prepared the prices for groundnut produce on the requisition of the 
Registrar of Co-operative Societies some time ago and J found that iu fact 
the ryot did not undergo any loss considering that there was a fall in the 
European market subsequently. 

Q .—Do you mean it only taking into account the cost of production? 

A.—Yes. After all, it seems to be a gamble. 

Q .—What I want to know is whether the producer is at a disadvantage 
in entering into these forward contracts with any exporter. If he is at a 
disadvantage would you suggest any remedy that you can think of? First 
of all. what is the disadvantage? The price Itctween August and Decomlier 
fluctuates; for the earlier jieriod of the export season the producer gets a 
low price. But as you go on. you will notice that if he has further stuff 
to sell, he realises a better price Iiccuuse it is tile time when the commodity 
gets scarce in the market? 

A. —There will always be that difficulty in thi case of industrial crops. 

V —You are talking almut groundnut which forms one of the important 
commodities exported from Madras and other ports of this Presidency. Jn 
fact it forms the biggest article exported. So I wish to know whether you 
can suggest any way by which the producer can be placed at an advantage 
to secure for him a better price? 

.4.—My difficulty is whether the actual prices ruling in the European 
market are lieing made known ut least by tho local agents to the ryots. 

(J ,—But there will lie different people coining to purchase the article in 
the market and there will lie competition. Is it not? 

A.—1 do not think there is much of competition. So far as my experience 
goes 7 think only two firms buy all the stuff at present. 

Q .—What is the price of groundnut now? 

.4.—J cannot say definitely. I bad some notes made ready but 1 have 
But got them with me. 

\0 .—You suggested as a remedy that the co-operative marketing should 
be Vied. I)o you think any advantage will be gained by that? 

A.‘ —That remains to be seen in the face of what you have now said. 

Q.—What is your experience with regard to the groundnut trade and 
cotton as to the adulteration that is going on and thereby the producer not 
being able to get the proper price? 

A.—Yes. The produce is not properly graded and sorted. Probably if 
there hud been grading it would have fetched a proper price. But that 
requires a trained man. 

Q .—But now this grading and sorting lias to be looked after by tiie -yot® 
There is no preparation for the market? 

A.—Yes. 



0 .—Do you suy that the same thing applies for cotton also? 

A.—Yes, there is no grading of cotton too. 

Q.—In the case of ginning and pressing have you heard of any adul¬ 
teration? 

A.-Yea. 
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—60 to boom extent this reduced price is duo to the adulteration that 
is going on? 

A.—Yes, it is. 

O.—You said that as a remedy pools must bo established? 

A.—Yes. 

J .—Have you thought of the difficulty of establishing pools? 

.—No. 

Q .—1 want to know the obstacles in forming pools, if you know any? 

A.—We have not tried them. 

y.—As you said a little while ago, want of knowledge of the market and 
want of knowledge of consumers’ wants stand m the way of forming pools. 
So you will have to educate the ryot with regard to preparation tor the 
market and also to find out the consumers’ wants. Without that there Is 
no me of forming pools, is it not? 

A.—Yes. 

Q .—You ulso told in answei to one ol the questions that it is better to 
hu\e a central bureau of intoimutiou. What soit ot information do you 
want this bureau to collect and disseminate? 

A.—Prices lor instance that are ruling m the Tuuppur market with 
regai d to cotton and similaily m the case ot gioundnut. Information regard¬ 
ing the prices ot such commodities all over tno Presidency should lie dissemi¬ 
nated either through the agency ol co-operative societies or by Government 
m some other form. 

(j .—So you admit that there aie difficulties in the present method of 
marketing ? 

A.—Yes. There is no proper grading now. 

Q .—Is there any difficulty experienced m some parts with regard to want 
ot proper communication? 1 want to know whether the enhanced pi ice is 
duo to the difficulty ot bringing the produce Ironi one place to another? 

A.—No. We have got good communications in those distuots, cithei 
by canal ot by rail or by road. 

Q .—Have you experienced any othci difficulty m rcguid to the low puces 
which the producer is getting? 

A.—No. 

Q .—You know that the local laxlies uie Jetying a cess on the agiicultnral 
produce. Do you think that enhances the price in uu\ way? 

A.—No, we have no .shundis here in theso paits. 

Q .—You have made reference to the loan and sale societies in your 
written evidence. What is the idea with winch* you want them to have 
control over the sale of the produce? 

A.—To make advances to the ryots for the expenses of cultivation and 
to take over the produce and grade and sort it, and to see that the ryot 
gets the most for his produce. 

Q. —What is the system that you would adopt in selling the produce 
after it is graded? 

A.—I think it should lie given to some wholesale dealer. 

Q .—Should it be by auction? Do you think that by putting it up for 
auction a better price could be obtained? 

A.—No, I do not think so. 

Q. —Do you think that when you open loan and sale societies any extra 
establishment will be necessary? 

A. —Yes. A qualified manager and a trained accountant. 

Q .—Do you think that if the central buieau of information which you 
suggested publishes pamphlets with regard to the marketing conditions ot 
the different commodities in the vernaculars of the districts, it would be 
of much help to the agriculturists? 

A. —Yes. 

Mr. Mvthidh Chettiyar : With regard to the indigenous bankers, what are 
the cheap rates at which they receive money ? 

A.—Generally they get from 8 to 9 per cent. 

Q,—Is that cheap? 

A.~~Y*s. 
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Q .— You say that the most common rate of interest is 12 to 24 per cent. 
Does that rate not vary with the amount of money lent? 

A. —Of course it varies. 

0.—How? 

A .—If the amount is several thousands it will only lie from 12 to 18 per 
cent, and for one or two thousand it may be from 1R to 24 per cent and 
so on. 

Q .—What will lie the net yield that the indigenous banker gets though 
he charges 12 to 24 per cent? 

A .—On his own capital T think he may get about 12 per cent. 

<?.—That is about 3 per cent over the rate he pays on borrowed money? 

A. —Yes. 

Q. —Yon say he keeps false accounts. TTow do yon substantiate it 0 For 
what purposes does be keep them? Do you mean that the account books 
are false or that there is false accounting or that only the weights and 
measures are false? 

A .—Tt refers only to ^-eights and measures. Perhaps T may have referred 
to the village sowcav who attends to the mones-lending as well as the 
purchasing of the produce. 

0 .—Are thev afraid of the Tneoine-tnx Department? 

A. —It is because thev do not want that their transactions should not 
heconie public. In the first place they are afraid of being assessed to 
irconie-tax. 

0 .—Is the Income-tax Department too lined upon the indigenous hankers? 

.4.—Tt is a difficult question to answer. 

Q .—What is the basis generally on which the Income-tax Department 
make assessments 0 Is it on cash basis or on accrued basis® 

.4.—When T was having something to rlo with it as a Talisildar. T was 
making enquiries of the village officers and also the local public. 

Q .—You have suggested tbat a reserve bank should be established in each 
district and the proposal about a 'ear ago was that there should onlv be 
a branch of the reserve bank at Madras. T>o vim think tlint a branch or 
the reserve hank in every district is necessary * 

.1,—Branches will do. 

0 .—When there is the Tiunerial Bank could it not he made to function 
for the reserve lmnk in the districts? 

.4.—T have no objection if thev are burdened with the same obligations 
and duties of the reserve hank. 

(f .—As for the information bureau that you have suggested, do you 
think there must lie an information bureau for every district or every 
centre or onlv one for the whole Presidency? 

d.—One for the Presidency disseminating information to the district 
centres. 

.1 fr. Thnmax : Almut the Panehama hamlet you have mentioned, may I 
know if the people are landowners? 

.4.—Yes, they are. 

Q .—T presume that a family consists of nbout five persons? 

A.—Yes. 

Q .—For the 43 families you mentioned the numher will only come to 
200 odd. Ts it not so? 

A. —Yes. 

0 .—Tn that ease the debt per head is very large? 

A.—Yes. 

0. —Ts that village particularly had? Or is it a typical village? 

A ,—Tt is a particularly good village. Ordinarily very few Pnnehamas 
own lands. Tt is only these people that own lands. 

Q. —Ro even in that flourishing village, such extensive indebtedness 
prevails? 

A. —Yes. 

0. — Have you some general knowledge of the villages close by? 

4.—Tee, 



.. 0.—Do people own land there? 

A.—V«r few have land. 

O. —Then, is indebtedness dne to having lands? 

A.—To seine extent it is so, because they are able to borrow on the 
security of the land but for which they would not have been in a position 
to gat loans, 

Q ,—Would you say that in a nou-Panohama village having the same 
(lumber of people, the amount of indebtedness per head would be lessP 

A. —Yes. 


i 

i 
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—Do you think that the Panohamas are more indebted? 
—Yes. 

—To whom are they indebted P 
—To the local money-lenders. 

—Are not the village money-lendes mostly ryots P 
—Ryots and Banivas. 


Q .—Have you taken the proportion of the loans given to the villagers 
by both? Is it not n fact that the ryot money-lenders are giving more loans 
than professional money-lenders? 

A. —Yes, 


O. —And in some cases as bad? 

A.—Yes. They are as bad as the sowcav money-lender, because th-s 
former while he accepts interest also contracts for the services of the debtor. 

Q .—Is it the case with all the ryot money-lenders? 

A. —Yes. 

P. —What kind of service is expected? 

A .—Cultivation of the fields. 

p.—What about lion-Panchanm borrowers? 

A.—It is not in the case of non-PancImira borrowers. Because the 
Maine or Panchamas or Adi-Dravidas are field labourers. 


P.—How far has co-operation advanced among the Pancliamns? 

A.—In Guntur district there are about 250 societies exclusively for the 
depressed classes. 

P. —Tn those villages, is the indebtedness much lower? 

A.—Instead of borrowing from money-lenders at high rates of interest 
they are borrowing from the co-opcrutive societies at a much lower rate. 

Q. —So you find some real difference in regard to prosperity lie tween 
villages with and others without co-operative societies? 

A. —I think it will take Rome time to evaluate the actual advantages 
that have accrued from the co-operative societies. As to whether they 
will really make them economically better or not remains to be seen. It 
is now too soon to express a decided opinion; but I think they must get 
some advantage out of the co-operative societies. 

The Chairman: You referred to the central bureau of information? ' 

A.—Yes. Sometime ago there was a suggestion to make the co-operative 
socioties at Bezwada and Rajahmundry bureaux of information. But the 
information they can possibly get will only be from Bezwada or Rajahmundry. 
They cannot get intelligence from other centres. 

p.—By means of correspondence they can have? 

A.—Yes. 


P.—Tn addition to teaching work you think it is 1 Hitter to establish a 
bureau of information the object of it is to collect statistical information 
from a number of centres correlate it and tabulate. Is that the sort at 
thing you contemplate? 

A.—Yes. 

S .—Do you think that it will be sufficient? 

.—No, because for instance the Rajahmundry institution trill get 
information only from Rajahmundry. r 



Q.—No. The idea is to get information from several districts to be 
sent in every day. Will that be sufficient? 

A.—What is wanted is not merely the information regarding the local 
produce but with regard to information from outside places, as, for instance, 
the price of cotton in Bombay. 

Q .—The Bombay prices could be arranged to be sent. You like to have 
all this information got both from the markets and also the local prices 
in the bazaar. 

A.—Yes. 

_ Q. —Would you like to have the various prices in the chief market centres 
for one particular commodity in one hnrean and then distribute it to all 
places? 

A.— Yes. 

J .—You would dike to have that done for each district? 

.—Yes. The figures must he tabulated and then sent to the district 
stations. 

J .—Those district stations are only to lie disseminating stations? 
.—Yes. 

Q .—You do not want them to the collecting stations? 

A. —No. For example, practically if we take the districts of Guntur, 
Kistna and Godavari, they are exporting and not importing districts, 
Guntur exporting in groundnut and eotton. Kistna in rice and Godavari 
also in paddy. Therefore, we want the prices at the outstations at the 
chief market centres where these are sold. 

Q. —You said that money-lenders have lowered their rate of interest 
on account of the co-operative societies. Am I to understand that they 
nre making less profit or they are realising more? Have you considered 
the matter? 

A. —No, sir. 

Q. —To look at it in another way. Do you think that the money-lenders 
in any way arc realising their loans through the co-operative societies? 

A .—Yes in a few eases. 

Q .—Do they liorrow from the co-operative societies and then lend? 

A. —No. 

Q .—Do von think that fragmentation is increasing? 

A.—It is increasing hut not acutely. It must increase under the Hindu 
Law because the tendency is to be individualistic and not to be joint. 

0.—But there are certain tendencies in the opposite direction. There 
is also consolidation going on. Do you think that fragmentation is increasing 
and that the reconsolidatiou is not going on faster? 

A. —Yes. 


J .—You said there were no shandis in Godavari? 

.—I referred only to Guntur, Kistna and -Vellore. In Godavari there 
is a shandi. 

Mr. Thamat: Is there a tendency for the consolidation of holding hy 
the money-lender or the usurious ryot buying up the smaller ryot’s land? 
Are you not aware of such a tendency? 

A.—No. 


<?.—Surely land is being soldP 
A.—Yes. 

Q .—And purchased hy the ryot who is richer? 

A.—Yes. 

Q .—That will certainly consolidate the lands? 

A .—There will be consolidation only to a slight extent. 

—Is there not a tendency on the part of even the poorer ryots to buy 
up the land which is adjoining his plot, and at high prices? 

A.—There is always that tendency. 

0.—But is it very prominent? 

ANo, 

(The witness then withdrew.) 
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* Oral evidence. 

T he Chairman: I gather you are also an inamdnr? 

A. —No. I am a jirayati pattadnr. 

Q .—You say that in the case of the inamdar the lion’s share goes to 
the actual cultivator. Do you think the ryot in an inam is better off than 
the ryot in the zamindariP 

A .—An inamdar is letting out his lands to the ryot. It is the duty of 
the inamdar to improve the land because the inamdar is naturally the 
owner of the land. But as a matter of tact it is the ryot who actually 
cultivates the land and the benefits of the cultivation would go to him 
excepting for the rent which would go to the inamdar. Therefore when¬ 
ever an improvement has to be made the benefit would go to the actual 
cultivator. It was in that connexion that I said that the lion’s share goes 
to the cultivator. 

0 .—In the case of the zamindari ryot do you not think that the same 
applies? 

A .—In the case of the zamindari ryot it would bo the zamindari pattadar 
if he is actually cultivating the land or the under-tonant if the land has 
been sublet, who will be benefited. 

Q .—Tour suggestion is to the effect that the cultivator gets tho benefit 
out of the improvement to the land and not the landholder. Then according 
to that it should be very much in the interests of the cultivator to improve 
his holding. Is it not so? 

A .—It is so. But I am not saying that tho landholder will not got 
any benefit. I am only saying that the lion’s share will go to the actual 
cultivator. vj 

Q .—When you say this what tenure are yon contemplating? Ts it tho 
sharing system or tho fixed money system? Would that apply io the 

■haring system P 

A. —No. What happens in the sharing system is that they go in for 
half and half. In that case the benefit would lie shared equally by both 
the tenant and the inamdar. 

Q. —Even then you would not say that the ryot has got practically no 
return for anv improvement he has madeP 

A.—He gets half. 


* For written evidence, vide pages 46—60 of Volume XT, 



-Is it worth while on the pait of the tyot then to make improvements 
to tlie land f 

A.—It is of course bettei than not getting anything at all but it is 
not w 01 th while to the extent it would he if he weie to pay only money lonts 

luibcd 


—Is tlieie in that pait of the couiitiy muck lending between the lyots? 
•—Theie is a little 


Q —You say that otdmtmly tlieie aie three souucs iiom which tho ryots 
obtain cioclit—the indigenous bankens uud money-lenders, co-opeiative socie¬ 
ties and the Goy eminent Hut theie is a good deal ot lending tiom one 
lyot to anothei is theie not'' 

A —Theie is veiy little lending by the ryots, because our district ib a 
voiy pool distuct, one of the pooicst in the countiy, notwithstanding that 
we have got the biggest zaimndais in oui distuct and theie is very little 
scope ioi these lyots to hoard lots oi money 

Q —Do you consider that i.niuie of the monsoons is completely responsible 
foi non-payment oi icvenue'' Do you considei that tho mam leason tor non¬ 
payment ol icvenue' 

A —That is one of the icasons but I do not considei that as the sole 


leason 

V—You do not think that it would be conect to say that the lyot’s un¬ 
willingness to |>av is lesponsililo J 

A —No, 1 do not say that They have got that sense ot iesponsibility 
that they lni\e to pas and they know that they hu\e got to pay 

(] —You sav that the laiidboldeis do not horiow fiom co-opeiative socie¬ 
ties nntl fiom Government because they do not give the iieedom the boirowei 
has if he lioiiowcd fiom plicate pei&ons to dischatge his liabilities in the 
niannci convenient to him Why •* 

A —Because if tliey weie to lioirow fiom a private money-lender then 
they can dischaigc the debt at any time they could discharge it in any shape 
and in payment of money whenevei they possibly find it conyenient But 
in the case of Uncomment loans and loans tiom co-opeiative societies, they 
have to pac fixed instalments at fixed penods 

Q —Do you mean that both tho Government and the co-opciative socie¬ 
ties expect payment in tunc' 

A —Yes In tlie case of the co-opuatice societies they do not gene- 
lally go in foi long-teuu loans but only for short-teim loans 


Q —Is it not a fact that the money-lender novel worues about the 
niannei in which the ivot uses the money boirowed? Is he interested in 
the niannei in which the tyot uses the money f 

A — If he is a villago sowcai oi indigenous money-lender he will be inter¬ 
ested in the application of the money because he lias to see that tho ryot 
has a good secunty to give and that the money is applied only to the improve¬ 
ment of the land ioi which he is taking tho money 


Q.—In lus own inteiest he sees that the ryot does not misuse the money 
borrowed ? 

A.—Yes. 


Q —Do you think it will be collect to say that the pin ate money-lender 
la pretened because he does not wony the lyot as to payment on anv parti¬ 
cular date? 

A.—No. 

Q —Is it not in the lyot's interest? 

A.—It woud be to his benefit. 

Q ■—Do you think it will be eonect to say that a good deal of the indebted¬ 
ness in the villages is due to the fact that the money-lender does not press 
bnt is quite willing to let it go on increasing? 

A —If the secunty is sufficient then he would allow the man to increase 
his debt ho long as the secunty is sufficient to pav for it. Otherwise the 
money-lendei would be pressing him from time to tune foi the payment of 
hw loans. In the case ot the pool agncultunsts they would be asking for 
payment every month, particularly in the season when the crops are being 
removed he will ask them to pay at onoe. 


a 


your note on the co-operative banks you enumerate a number of 
reasons why these have not been of very-great benefit. In the fifth item 
you say ‘it is only the well-to-do agriculturists who can offer security that 
are benefited.’ Is it your experience that they do not leud to .the poor 
ryots? 

A. —Unless he gets another man for surety, he cannot got a loan and no 
man will be coming forward to help him by being the second. 

Q.—There is no difficulty in getting sureties, is there? 

A .—The poor people will fiud a great deal of difficulty in finding sureties. 

Q. —Is there not a kind of mutual arrangement which is commonly made 
among the members? 

A. —But here there is always one disadvantage to the local people, 
because the secretary and the president know these people very intimately 
and they will not encourage and it is in their interest to see that such men 
are in no way supplied loans and when a poor man asks for a loan for petty 
agricultural operations, unless the secretary and the president who ore 
really the local people are satisfied ho will not get the loan. 

Q .—Is that not right and proper? Unless you are satisfied with the 
repaying power of the man you ought not to give him the loan? Otherwise 
you will be landing him in bankruptcy? 

A. —The man may be really in a position to repay the debt. It is a sort 
of a circle. If he is financed he will l>e able to repay the debt. But the 
secretary and the president being the mast influential people will not allow 
him to be benefited, and the poor man who will he able to put his labour 
in the enterprise is not taken iuto account. His personal labour is not 
taken into consideration. In the case of rich people they can engage labour. 
But in the poor man’s case he puts his own personul labour. 

Q .—What is the object ol such loans? 

A. —In the case of the poor man unless lie has got money he will not be 
able to take the full benefit out of his land. 

Q.—Even if his holding is very small it must be good as security for the 
amount of the loan to be recovered. You suggest a loan for him to cultivate 
that small portion of his holding which is to be offered as security. Is that 
not so? 

A.—It is not only the value of the particular man’s holding that has to lie 
taken into consideration. They must take into consideration that this poor 
man has also been putting his labour or his family's Jaliour. That is not 
taken into consideration in considering the sanctioning of loans. Perhaps 
that should be done if they are asked to do so. 

Q .—You say that 1 the total amount of capital required for all the above 
purposes would be about Rs. 50 lakhs.’ Would you mind telliug us how 
you arrived at that figure? 

A.—I have worked in this way. Alxrnt Its. 70,000 has been actually paid 
under the Government loans to our district lost year and then about Rs. dOO 
has come to Visagapatam taluk itseir. Taking into consideration that 
Viaagapatatu taluk is one of the pour taluks—it is the poorest among the 
poor taluks of this district, because it is a very dry tntuk—if Rs. 500 is 
the amount that could be given under Government loans, then calculating 
that the want of it would be several times Rs. 500 which I personally 
know and also taking into consideration the fact that Rs. 25,00,000 has been 
taken by the co-operative societies for one year in that district, I have put 
the figure roughly at Rs. 50 lakhs. 

Q. —With regard to takari loans you suggest that the machinery is cumber- 
tome and slow. Is it your experience that the ryot who applies for a loan 
receives the whole of it when it is sanctioned? 

A. —I have described in detail the difficulties of getting a takavi loan 
sanctioned. First it has to go to the Tahsildar who has to reoommend the 
loan, and he must first of all send a previous report. If the report is sub¬ 
mitted, it will then get through the Divisional Officer to the Collector. 

Q,—The point is when a loan is sanctioned does the ryot get the whole 
of it? _ 

4,—Yse. If the loan is sanctioned he will certainly get the whole amonnt. 



0. —Vizagapatam taluk is zamindari. Is it notP 

A.— it is included in the Vizianagaram zamindari. if 1 may be permitted 
I shall say one thing more with regard to that. Though the land is zamin- 
dari, the Government loans are given to those ryots who have got occupancy 
right in the land for the purpose of sinking wells for watering the dry 
crops. Therefore the loan would be necessary for these people just as much 
u4 would l>e necessary for even a zamindari or a non-zamindari ryot Itecause 
ho has got immanent rights of tenure and therefore tho loan would Iks us 
much need by him as a ryot in the Government land. 

Q .— Ate tho Marwari money-lenders doing much business? 

I.—Yes. 

Q .—What sort of business do they have!' Pawn-brokings' 

.1.—Yes. Sometimes but very rarely they lend on mortgages of land. 
But they lend on johit security, and also on gold. In villages there are tho 
village sowcars. 

Q .—Ja it your experience that the money-lending rates have been mate¬ 
rially reduced in the last 10 or 15 years? 

.1.—Since the co-operative movement has taken root in this district it 
hus got effect on the indigenous bankers, particularly the Vaisyas, 

O .—Why is that? 

.1.—Because first of all, the co-operative society is the people’s bank. Jt 
is their own bank and every one of the influential villagers is a member. 

y.—I suggest it may he put in another way. The money-lenders have 
reduced their rate of interest either because of the competition of the co¬ 
operative banks which forces them to lower their rates of interest or in the 
alternative the co-operative banks are assisting them in the realization of 
their dues. Which do you think is the case, the former or the latter? 

.1.— In my district it is liecause the co-operative bank gives at cheaper 
rates of interest the rates ol interest of the moncy-Icndeis have lallen down. 

Q .—The other point that 1 wanted to usk you is, do the money-lenders 
encourage the co-operative movement in order that they limy be enabled to 
huve tlieir moneys repaid thereby reducing the money-lender’s losses due to 
bud debts? 

A.—The money-lender is not at ail encouraging the co-operative move¬ 
ment. 

y.—You do not think that the co-operative banks enable the money¬ 
lenders to recover their loans easily? 

A, —They may ultimately enable them to recover tlieir loans. But jt 
is not with that view that the Mnrwaris have come forward to help the 
co-operative society. They can never sympathise with the co-operative 
movement as their interests are seriously opposed to the principle of the 
co-operative societies and there)ore they would not take kindly to the spread 
of the co-operative movement, though ultimately they would stand to gain 
because the co-operative societies come to relieve the poor front their burden 
and ultimately they enable him to pay back the money-lender. 

Q .—Might it lie said that although they help the money-lender to get back 
liis money, be cannot lend it out again? 

4.—That is why he lias reduced the rates of interest. But he has not 
.vet learnt to lend it to the co-operative societies, because the co-operative 
societies would not give him as much interest as he would otherwise be able 
to get if ho were to lend directly to the ryots. 

Q .—Would he trust the co-operative society to the extent of lending 
money to it? 

A. —No; os a matter of fact, he is one of the species of Vaisyas who 
speculate heavily and who does not sometimes cure to see whether the per¬ 
sons to whom he lends moneys will pay him or not liecause he builds mostly 
on the hopes of the high interest sometimes. That is the reason why he 
has to balance bad debts with good debts and ulso a lot of litigation means 
a lot of expenditure. That is my experience. The more often a man goes 
to Court the more he spends in litigation and sometimes the poor ryot slips 
away quietly. Such poor men are going to Rangoon. That is why his 
rates of interest are heavy; just to save aim from disaster in one quarter 
he gets more in another quarter. 



Q .— You say that the ‘ use of the vernacular scripts will allow an increased 
use of cheques.’ Do you think that there will be any difficulty about identi¬ 
fying the signatures P Banks have got to pay on their signature. Do you 
think any difficulty will arise in identifying the signature? 

A. —1 do 'not think there will bo any difficulty. Boon they will 
learn to see the vernacular script also. After all, that is a signature and 
there could not I>e much difference. Only one thing 1 wish to add. Tho 
extended use of this cheque system is possible in a country which is 
economically advanced and there is a confirmed business interest in all the 
transactions. Unless these two are of a high lovel, it is not possible to 
■have any extensive cheque system in a country like ours for some time to 
come. Therefore it is bound to lie of very slow growth. 

Mi', llumeed Sultan Mari coir : Wlmt help do the tenants get in tho 
matter of improvements? 

A .—1 have mentioned in my note that, under tho two Acts for sinking 
wells they got some help and also in the time of failure of monsoons and 
distress they get some help. For improvement oi land and reclamation 
of waste also they get help. 

Q .—Are they getting the help in time? That is, are the moneys paid 
promptly without any delay in tho sanctioning of tho loans? 

A. —No. Kor 1 linvo described the various channels that have to bo 
passed through and so it is dilatory and results always in loss of time. 

Q. —What suggestion would you make to avoid this delay in the disburse¬ 
ment of the loan? 

A. —My central idea throughout has been to say that the system of 
advancing by Government should go in favour of co-operative societies and 
also in favour of 'the specialization ot banks, say, for long-term louns by the 
establishment of land mortgage hanks, for industrial purposes by the 
establishment of industrial banks and for short-term loiuib by the establish¬ 
ment of co-operative societies. My object is that tho co-o|**rative societies 
should fit in the money machine of the country and J am not in favour of 
the Government continuing this thing by a separate effort at all bccuuse now 
there is nothing for the Government to function utidur those two Acts. 

Mr. Oopala Menon : Do you think that tho internal trade of these ports 
suffers for want of banking facilities? 

A. —Yes, to a large extent it does. 

Q. —What are the agencies that finance internal trade now? By agencies 
I mean banking institutions or money-lending institutions that render help 
to traders in these parts. 

A. —1 stated in my statement that the Imperial Bank is working purely 
on a commercial basis and it is only indirectly that it is financing trade 
because it advances loans only on personal security. The indigenous bankers 
finance most of the internal trade. 

Q .—On the security of produce? 

A .—On the security ot produce, sometimes on the security of persons 
and on pro-note. The Imperial Bank finances also on produce in godowns. 

Q .—Who finances the trader from the time the produce leaves the mundi 
up to the time it reaches the town ? Do you not find that that Bort of business 
is done by the Imperial Bank or the joint stock banks or is it entirely in 
the hands of the indigenous money-lenders of the locality? 

A. —By the indigenous money-lenders, sowears, and others. They some¬ 
times do receive help from tho Imperial Bank by way of advance to them 
on personal security. 

0. —1 want to know whether those indigenous hankers are rendering any 
further help as soon as the produce reaches the urban areaP In other words 
where does his liability stop? 

A. —It stops with either tho Tmpeiiul Bank or the town merchants. 

S .—Do you think there is sufficient Jink lietwoen the Indian merchant 
b mnndi, i.e., the rural area and the merchant or the bank in the urban 
ana, between the indigenous banker and the Imperial Bank? 

A,—There is. 
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0,—-Do you think the existing facilities enough or sufficiently advanced? 

2.—It is not. It requires further development. The whole trade is 
not advanced to that extent. Of course the Imperial Hank gives some help 
to them but not in the way in which it ought to he done and that can be 
done only by a central land mortgage bank. 

0.—Is the function of a land mortgage bank to finance export trade or 
produce like that? A land mortgage bank is not for this purpose. It cannot 
do the work of a commercial bank? 

A.—Yes, it cannot do that directly. That must be done entirely by com¬ 
mercial banks. 

Q .—Do you find that the foreign export houses or the export houses in 
the Presidency towns going to the rural area and buying up the produre? 

.4.—They como to certain centres in the rural nrea to buy the produce and 
the local merchants'act as a sort of intoiniedinry lietween them and the 
producer. 

Q. —In this internal trade do you experience any difficulty in the market¬ 
ing of produce? Are there any facilities Ineking for goods to he offered 
as security between the stages of haivesting and railing? 

A.—There used to lie warehouses in this district but owing to the pool 
system that has come into existence, we have no godowns now. If there 
were some godowns it would be very useful. 

Q .— Do you think the institution of good warehouses would improve the 
facilities for merchants to offer goods as security between the stages of liai- 
vesting and railing? 

A. —Yes, certainly. 

Q. —Who are the proper agencies to be entrusted or who will he responsible 
for maintaining these warehouses? Have you any suggestions to make? 

A.—T have suggested that co-operative societies may do this work. 

Q. —Do you not think that they alone could not undertike this work 
ns their hands are already full? 

.1.—1 do not think so. 

Q. —You have eminienited certain cottage industries such as carpet- 
making. wearing, etc. In the distribution of the raw materials and the 
collection of the finished produce from these eottage industries do you think 
there should be noti-ciedit societies for helping these industries? 

A. —My idea is that there should be an industrial bank to encourage 
these cottage industries by not only giving loans but also by employing 
specialists who could advise people not only to improve existing industries 
but also introduce new ones. 

Q .—Have people got an aptitude for taking to these eottage industries 
in your locality? 

A. —They have. 

Q .—These are verv small industries T believe? 

.1.—Yes. 

Q. —Would it not lie sufficient for these industries to get help under tjio 
State Aid to Industries Acf? 

.4.—T do not think it is quite sufficient. 

0. —Yon want an industrial bank for that purpose? 

.4.—Yes. And considering the vast areas and the number of these indus¬ 
tries it is necessnry for that central bank to have district branches. 

Q. —So your idea is that there should be n central hank for industrial 
finance in the provincial headquarters and that it should have district 
branches P 

A.—Yes. Tile district branches could function under the supervision or 
the central institution. 

0 ,—An important difficulty to hanks in advancing oil goods T understand 
is the lack of standardization of the produce. What remedies have you got 
to suggest for grading the produce? 

A.—In trying to improve the produce we have to keep in view certain 
things. Now evops like groundnut, cotton, jute. etc., are largely grown at 
the expense of foodstuffs which are quite necessary for the country. These 
crops are grown merely for external trade or for exportation to European 
ipgl*kets opd the ryots grow thorn herausp the exporting agents of these 
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product advance money to the ryots on the distinct understanding that the 
ryot will trow a certain particular crop on his land. Advances insure the 
best variety. This is not in the beat interests of the country. The ryot 
grows these crops bemuse of the lack of adequate credit facilities for the 
raising of foodstuffs. 

Q.— But the ryot raises groundnut, cotton or jute because he finds that 
there is a demand for -it and he can easily realise money by selling it. How 
can you put a stop to it? 

A. —It is true lie finds a ready sale for it. But it is not in the economic 
interests of the country. 

Q. —Do you not thiuk that an important difficulty for banks in advancing 
on goods is the lack of standardisation of commercial crops, or even food 
grains which the ryot brings to the market? 

A. —You mean the practice of adulteration of good with bad that is at 
present going on? 

£>.—Yes? 

A.—By encouraging certain varieties. 

Q .—Is it possible to organise market centres say in Cocanada. Masuli- 
patam, etc. I understand large quantities of crops such as groundnuts, 
castor seeds, etc., are exported. Is it not nlso 1 letter to have these graded 
before export? 

A. —Yes, it is. Tt is also possible to grade produce for smaller areas. 

Mr. Munitwami Naumlu: You told us that except two taluks, the whole 
of Visagapatam district is zamindari area. Has all the aamindai'i lands been 
surveyed P 

A. —Mostly surveyed. 

Q. —Is anybody entitled to get copies of the record of rights? 

A.—They can get copies of it from the taluk office or if it is not avail¬ 
able there they can get it from the minimi nr’8 office where it exists. 

O .—Suppose a land is sold in the samindari area, are transfers effected 
in favour of the person who purchased the land without much delay P 

A.—We find that there is much delay. 


0.—Who is entrusted with this duty? 

A .—The revenue official. 

Q .—The samindar is entitled to first charge on the income for his debt? 
A.—Yes. 

Q .—He very often obtains decrees against the tenant. Ts it not? 

A.—He has also got the other provision, section 112 of the Kslntes 
Land Act. 


Q .—He often gets decrees? 
A.—Yes. 


<?.—He could bring the land to sale for arrears of rent? 
A.—Yes. 


Q .—Is there any public record available to the lender from whore he 
c§n know which lands have been sold ? 

A.—I am not aware of any. 


Q .—Land mortgage hanks are to lie shortly started or have been started. 
They will deal with individuals to whom loans are given on security of 
properties. This will have to lie repaid in 15 or 20 yearly instalments. 
Supposing during those 15 or 20 years the person who mortgaged the land 
allows the rent to go into default and the property is sold, Ts there any 
method by which the land mortgage bank con know that the land is about 
to be sold? 

A.—There is none. I suggest the safeguarding of the hank’s interests. 
Every sale of land should he notified to the land mortgage nank. 

Q .—What is your experience with regard to these land sales under the 
Estates Land ActP Do they fetch good prices P 

A. —They fetch good prjees. Under that Act only as much of land is 
sola, or put in auction as is sufficient to cover the amount doe. 


• „!f°“ a f ar ® of cases where if the person who borrows takes 
H|to ha bead to deceive or defraud the bank, he can easily get a sale 
Bis toad without anybody knowing it? 

Vl.-'-vmSer the Act there are facilities to. do it, 


it 

of 



Q' _jf , gale ig to be set aside under the Act it is to be within SO days. 

is it notP 
A.—Tee. 

q —One of the methods by which the sale could be set asido is by 
nayins the amount due. Is it not ? 
aT—Y es. 

J —Would you suggest any modification to secure the interests of the 
mortgage bank so that its rights will not be affected in cases where 
sales take plaoeP 

A.—Postponement of the time. 

Q .—What would be the period of time that you would suggest? 

A.—At least there must be three months. 


J .—You make it 90 days? , 

.—Yes, if there is a branch of the land mortgage bank at each district 
headquarters. If there is only one land mortgage oank at Madras, say « 
central land mortgage hank, even three months will not be sufficient. 

Q ,—Would you make the time to start from the date of sale or from the 
date when they come to know of it, these 90 days? 

• A.—It must be from the date of sale. 

Q .—You will not suggest the period from the time the bank knows of 
such saleP 

A.—I will not suggest it. 

Q. —What I say is do you expect an ordinary land mortgage bank to 
know of all the sales being effected in a large area like a taluk or district 
within three months from the date of actual sale? 

A.—If there is a local branch T believe the local branch will be able to 
know. Then also it should be made compulsory that all sales of land or 
notice of sale of land .should be given to the land mortgage bank. Other¬ 
wise there may lie some difficulty of knowing. 

Q .—Without any of these guarantees of the bank coming to know of 
sales, do you think land mortgage banks will have good scope for its opera¬ 
tions in the aamindari areas? 

A.—Without these safeguards it will not have. 

Q .—You told us that the private money-lender and the co-operative 
societies ore the two main agencies in the villages who are financing the 
agriculturists. Now so far as tho village money-lenders are concerned to 
which class do they belong? Are they themselves ryots, influential ryots 
of the village? 

A.—Generally the village so wears are Vaisyas. 

O.—Are there cultivating ryots also taking to money-lending? 

A.—I said in my note that recently people who are ryots and who have 
grown rich are taking to this profession also. 

Q -—Have you got outsiders like Marwaris and Multania coming there 
to lend money to agriculturists? 

A.—Not in our district. It is only to towns that they are coming, and 
not to villages. 

Q .—So far as these money-lenders are concerned what are their rates of 
interest generally? 

A.—15 to 24 per cent T said. 


O.—I believe that in cases where there is good security, either personal 
credit or good property, the rates of interest are mneh lower* 1 

A .—The rate of interest depends upon the amount borrowed gcnernllv 
and not on the security it being always understood that the security offered 
is more or less fair. 


from the interest 
are hard and 


Q .—Do you think as the matter now stands, apart froi 
being high or low, that private money-lenders in the v ill a ger 
obnoxious to the ryots? 

A.—I think they are hard and not fulfilling a legitimate part in the 
▼JiiAge. 

b.. i mean t0 8a T t * Mrt *?* «*» interest are high 

but that their terms are also exacting? * 

d.—"fee. They are not interested in the prosperity of the ryot or the 
oconomm advancement of the village as a whcJaTTbsy are not manttfaetnr- 
uig credit, Miner. 
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^_~With regard to recovery of loans do you think the money-lender 

more obnoxious than the co-operative society P 

A.—I do not think. Both strictly enforce their paymente. 


O.—I think you made us understand that the sowcar is more accom¬ 
modat ing with regard to the amount of the loan, the period of the loan 
and iie return of the loan. 

A.—Tee, provided the security stands still good. 

Q ,—So yon consider that so far as the short-term loan is concerned, 
the money-lender is a necessary element in the economy of agricultural 
finanoe? , , 

A .—I do not go to that extent. I do not say he is necessary. 1 say 
that the indigenous sowcar’s short-term business need not function. The 
indigenous banker could lend it to the co-operative society and thus benefit 
the community. 


Q. —You say on page 40 *' By the time the co-operative societies are 
opened, the agriculturists have been already indebted to the sowenra and 
the extent of the liabilities with the sowcar are such that unless tliev are 
in a position to clear their accounts with the sowcar they cannot leave 
him. Therefore all indebted persons are deprived of this benefit.” Are 
you acquainted with the working of any co-operative society directly!* 
A.—-I am not in any society. That which you just quoted is my im¬ 
pression. 


Q .—Do you contemplate that a co-operative society should give loan 
to tiie ryot for all that he requires? 

A .—1 mean that they are intended just to give as much advance to 
the ryot to clear his prior debts and replace it by a debt at a low rate of 
interest repayable in instalments spread over a number of years. 

Q .—Have you got any specific reses which came to your knowledge of 
money-lenders actually becoming members of co-operative societies and 
helping co-operative societies? * 

A .—I have not come across any. 


Q .—Are you aware at least of certain money-lenders l>eing antagonistic 
to the starting of co-operative societies? 

A .—I have heard about it. 


Q .—What facilities villagers have for saving and laying cut amounts 
they have to spare? 

A .—At present they have not got much facilities? This thing I will 
say, there is no fabulous hoarded wealth with them as is generally sup¬ 
posed. They have only little savings here and there and that is generally 
invested in gold ornaments which adorn the bodies of their wives and 
children. That is their savings hank. 


Q .—Have you any suggestions to make with regard to creating facilities 
for villages to save money and earn interest on their savings P 

A .—I have suggested the opening of post office savings banks in every 
influential village and also encourage them to put their monevs in co¬ 
operative societies. 


Mr. Muthtah Chettiyar : You say 60 lakhs of rupees would be required 
for your district. Does it include zamindari areas alsoP 
A. —Yes, aamindari areas also. 

, Q -—You were saying about the pool system P Are thore godowns in 
these places P 

A .—There are no godowns, but only temporary sheds. 

S .—Are the produce graded? 

.—Not graded. 

J .—Does any auction take place? 

.—No auction takes place, it is only bargaining. 

J .—Do you think they are good marketing centres P 
.—Tee. 


S .—Do the ryots get good prices? 

.—Tolerably good! But the current market rates are not known to 
the ryot whist the agent who conies to buy the prodnoe knows it. 

Q .—Would you suggest the formation of an information bureau? 

A.—That would be very advantageous. 
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h -Co-operative societies Uo not enter into trade. Is it not? 

2*_Yes. but trade may possibly be extended if the societies ate per¬ 

mitted to do so. 

Q .—You say about instruments of ownership, that “ Letteis from mer¬ 
chants and railway receipts for goods are usually employed for raising money 
during the process of marketing." Are these letters from district head¬ 
quarter merchants, or from merchants of other provinces or from other 
countries? 

A.—Only letters from merchants of my own district. 

Q. —You say as regards foreclosure that it should not be applied as 
people will be afraid of borrowing from money-lenders. Do you not think 
if such a provision is introduced the money-lender would feel confident 
to lend? Do you not think if such facility is given to the money-lender 
that he will leud more freely? 

A. —It certainly will give him that scope, but he may put a very strict 
and strong use of that privilege which may result in harm to tlio ryot. 

Q .—You want land mortgage banks to lend at 84 to 9 per cent and you 
say that the Government could lond these hanks at 5 to 8 per cent. Is 
that margin enough? 

A. —That is the best I could suggest. 

Q .—You say the indigenous bankers charge from 12 to 24 por cent 
interest. What is the highest rate of interest for loans say from Rs. 2 to 
Rs. 3 thousand and for loans of less than one thousand P 

A. —In the case of loans of less than Rs. 1,000 the interest is 18 to 20 
per cent. But for Rs. 3,000 or Rs. 4,000 it will lie 12 per cent. 

Q .—You say the present debts of agriculturists are largely due to money¬ 
lenders and merchants. Is it possible to arrange to repay these debts 
by advances from the co-operative societies? 

A.—It will be possible, but it will take time. 

Q.—Where will you get all this money? 

A.—I am thinking of the surplus money available in banks, and also 
of loans from land mortgage banks. 

Q.—Where will the land mortgage banks get their capital from? 

A.—From the capitalists of the country. 


0.—Would they invest in the land mortgage bunks for tho low rates? 
A.—I think they would. 

9-—Do you know that money-lenders have got other placeb bosides British 
India where they can go and get a bettor return? 

A.—A few big moncy-louders can go outside India and invest their money. 
Bnt the petty sowcar cannot go. 


Q .—Does the money-lender come across much difficulty in the recovery 
of his debts? 

A.—He does sometimes come across somo trouble in realization. He 
speculates heavily in giving loans and ho does not always take the sure 
way of getting it. He is sometimes more concerned with the high rate of 
interest than the security offered. 

Q .—Landholders lend to ryots at interest to be paid in kind and does 
this method work out to a higher rate of interest? 

A. It will not work out to os much a rate os the ryot measuring his 
grain to the village sowcar. 

G.—Does the town sowcar lend on land? 

A.—He does that also besides other business. 


G.—Does the town sowcar lend to the village sowcar? 

A.—It is only sometimes and that is only a temporary acc omm odation, 
y.—Are the indigenous bankers afraid of the income-tax officers P 
A.—Yes. Theyjfchink if they show all their books they will be asses 


to a higher rate of income-tax. 
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A.—There is such a feeling. 


jQ.—D« income-tax officers now assess on the accrued basis or on the 

cash basis? 

A.—At the present moment they assess on the cash basis, rnd giro an 
opportunity to the assessee to prove why he should not be taxed for a cer¬ 
tain amount of income. 

Q. —Ib there a feeling that assessments are made without attention be¬ 
ing paid to examination of regular accounts? 

A.—I have seen so many bringing their books to the income-tax officers. 
1 do not think the accrued basis exists. 

Mr. Thomas: Do you cultivate your own land? 

A. —We keep some of our land on ‘ Seri ’ cultivation that is for our 
own consumption of food. 

0. —What is the acreage of ‘ Seri ’ land or home-farm that you cultivate? 
A.—About 20 acres, but sometimes more. It depends on the need we 
have for domestic expenses. 

Q .—You keep this home-farm chiefly for food-grains? You do not 
make a commercial proposition of the same? 

A. —No. 


Q .—Is it not possible that if you keep a larger holding than yon keep 
now you can get a better outturn from your investment and make it com¬ 
mercial? You have never thought of having a larger farm and making it 
commercially paying? 

A .—I have not thought of it. 


Q —-1 think you told us that it would lie a disaster if people take to 
commercial crops instead of raising food crops. On what grounds do you 
say thatP 

A. —We have experience of late of all available land being cultivated 
with groundnut, jute, or cotton. In our district we have at present a feel¬ 
ing that we have to depend for our food on Rangoon or some other place. 

Q •—Is there not ample food-grains grown in the Godavari and Kistna 
districts? 

A .—Not sufficient to feed the whole population. 

, 0 —If India is taken ns a whole, is there any need to fear about scarcity 
oi foodstuffs P 

A. —We are now depending on Rangoon for rice. 

Q '—But Rangoon is a part of the Indian Empire? After all what should 
be the national policy in regard to agriculture? Should it lie the raising 
of food crops alone or raising also other crops that would fetch high priced? 

A. —But we have to look to the interests of the country. 

Q .—What is the interest of the country? If it is to get more wealthy, 
we must grow more of money crops and thereby turn over labour to tbo 
beet account? 

A.—I would rather consider that foodstuffs should be our first consider- 
'•won. 

The Chairman: Would you rather export rice or groundnuts 8 

A.—After having a complete supply of foodstuffs for the whole of our 

the 9urplus - 0ur ** considWMiM 

T ?i* are > fo I ^ ek 10 old system of self- 

“?Xe^he 8, p r«^r nt Pr0d ° CIng Wants and “«» 

A.—Yes, to some extent. 

* n . y0 ^ opinion is an economic holding in your 'listrict? I 

mCa f_^ eXt t nt A 1 “ d I*?** * HWpport * tomily of 5 or 6 people ? 

A. They must have at least two acres. I am speaking only of ordi 
nary labourers. If it is a regular householder then they MZ w 
to” ° f <^7 and two acres of wet land. Unless a man ^2 Rot ten 
•eras of dry tend and two acres of wet land it is not comfortablelimg fo? 

fr—W hat are the causes of indebtedness in the district? Far 
purposes are loans raised? r ror Ht ** b 

A -- 4 Generally failnre of crops due to monsoon yid bad fanning. 
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Q' _Xhe former is only an abnormal condition. What are the normal 

eausesP^ ^ ^ districts failure of monsoon t want of sufficient water 
has been almost periodical. Except the last three or four years during the 
last 12 years we had every year experienced waat of water. 

0. _What are the other purposes for which loans are raised? 

I.—Bad fanning and improvident way of living. 

).—What about marriages and other ceremonies? 

1.—The agriculturist class do not spend much on marriages. 

i. —What about jewellery? . , 

[,—They do not go in tor much of expenditure on jewellery also. 

^.__What about buying land? Do not people resort, to loans for pur¬ 
chasing land? „ u i 

A.—That is also one of the causes of indebtedness. Generally people 
purchase land for increasing their holding, but as I mentioned already 
the main causes arc failure oi crops and bad cultivation. 

-To what extent do lands puss hauds by indebtedness? 

-1 cannot say. 

j. —Is it prevalent? 

..—Yes, there are coses. 

Q .—In such eases, who purchases the land? 

I.—Generally the money-lender gets it, but when the luoney-ioudor finds 
that he has got too much of land he sells it away. 

Q .—Does the debtor realise a decent price? 

A.—They generally get fairly good prices. 

Q .—Have you any knowledge of Agency tracts? 

.1.—1 have gone there. 

(j .—Who are the money-lenders in the Agency tracts? 

A .—There are no money-lenders except local sowcars who advance loans to 
the Agency people for Agency produce. 

Q .—What is the pool system you were advocating in your note? You 
have spoken about pooling of jaggery? 

A. —The producers will bo asked to come to a certain place where the 
buyers also assemble and the produce is sold to those merchants who have 
come to purchase. 

Q.—Who takes the initiative in the matter P 

A .—Each local sowcur asks the producer to pay him in kind for ad¬ 
vances mude and these are asked to be brought to a certain place, i.e., 
the place of the pool. 

Q .—How about sharing the price realised? Different people may be 
supplying different grades of goods? 

A.—Generally much difference is not noticed for instance all jaggery is of 
the same variety more or less. 

Q .—You speak of a rural economy organisation. What is yoar expe¬ 
rience of thatp What have you done in your taluk? 

A.—We have only framed the scheme and await sanction of the Gov¬ 
ernment. 

Q. —How are you going to find finances for the scheme? 

A.—We divide the taluk into eight centres and in each we have one 
teacher and one representative of the village represented in that school 
the rural economy school. Added to that we will have a hea lth ins pector 
for health propaganda. One member will l>e attached to each of the cen¬ 
tres who will look to the encouragement of local industries also. The 
members can borrow from the co-operative society and the person in the 
rural economy school gives security. It is only such people who win be 
brought into the society. 

Q.—What is the interest of that person in the industry? Will he get 
a share of the profits? * 

A.—The details of the scheme as I said before has not been worked out. 
We have asked for sanction and have not got it. 

(The witness then withdrew.) 
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Oral evidence. 


Mr. Thonuit : la what part of the district have yo u got land? 

A.—West Godavari. 

Q .—Is it all dry land or vet land? 

4.—Mostly dry land. 

Q .—Have all the lands been let to pattadars? 

A.—Ryots have occupancy rights. 

J .—Has any survey been carried out? 

.—Inani lands have been surveyed, not jirayati. 

Q.—On what security does the ryot borrow money '( 

A.—After the Estates Land Act came into force we take tokavi loans and 
then distribute it among the ryots and ask them to cultivate the land. 
During the last two or three years co-operative societies also have been 
lending money to the ryots. 


Q .—In what way have you given them facilities for forming co-operative 
societies P 

A.—I am the vice-president of the co-operative district bank, but as my 
residence is here I am not able to help them directly. 

0.—Who is responsible for improving the land? ttyots? 

A.—Before the Estates Land Act I dug about 5<) wells but after the 
Estates Land Act they themselves are doing it. They are also experimenting 
with boring operations for wells. I was the first in starting digging wells 
and mango and Bataria plantation in waste dry lands at NidigatjaTRajah- 
mnndry taluk. How so many people have followed my example. What was 
some 20 years ago dry waste lands, worth almost nothing in Hidigatla and 
neighbouring villages is bringing an income of one lakh of rupees by the 
sale of mangoes only. 

Q .—Are your rents fixed money rents or do yon share the produce? 

A. —Fixed money rents. 

Q.—In yonr opinion how much of land is necessary to maintain a family 
at say Bneople? 

A. —Eight acres of dry lands. 


!.—If it is wet land how many acres? 
.—-Nearly 4 acres of wet land will be enough, 


Q,_4}euerally what is the average holding of a tenant? Is it smaller or 
bigger than this figure P 

A.—After the Estates Land Act lands have become divided and they 
aometimee have one acre, or even half an acre. They have begun to mortgage 
their land and sometimes to sell also. 

Mr. Muthiah Chettiyar : Do yon do money-lending business? 

A. —Yes, 

Q .—In this district or in West Godavari? 

A .—On mortgages of land in this district as also in West Godavari. 

Q .—For what periods do you lend on mortgages of land? 

A.—We are no doubt allowing them to pay in instalments and are some¬ 
what lenient with regard to repayments, but there is great difficulty in the 
recovery of instalmetns. 

Q .—What is the rate on mortgage loans? 

A .—From 12 annas 6 pies to Rs. 1-14-0 per month per Rs. 100. 

Q .—Do you give clean loans on promissory-notes? 

A .—T give up to Rs. 5,000 on promissory-notes if the party has sufficient 
credit. 

Q. —If he is a good party what is the rate of interest? 

.4.—Not less than Re. 1-0-8. 

Q .—Do those who have taken on pro-notes return at the time of the 
harvest? 

A. —Between two to three years the moneys lent on pro-notes are being 
realised but not without going to the court. 

Q. —How long does the realisation of the money take from the time of 
the filing of the suit till the money is actually received? 

A .—On an average in the case of snita in the small cause courts the money 
is obtained within an year or two from the filing of the suit, and in the 
case of other suits it takes three, four and even five years sometimes and 
in a few cases it may not lie possible to say even after the lapse of five 
years. 

Q .—What interest does the court allow after the decree is passed? 

.4.—Six per cent. 

Q .—You say the lender’s rate is Re. 1-0-8 per month per hundred and 
that the court after decree allows only 6 per cent. Then what will be the 
net vield on the capital? 

.4.—Tt is not in all cases that you have to go to court to realise the debts. 

Q. —What interest, on an average, will you be able to realise on the 
capital invested P 

.4.—About 6 annas per hundred per month. 

Q. —What about suits with regard to mortgages? Have you to institute 
a number of cases in regal'd to the mortgage loans? 

A. —Mortgages are invariably to be sued upon. You can even renew 
mortgages but you have always to go to the court. 

0. —You are n money-lender and also a samindar. Are there other 
xttwindars who lend moneyP 

.4.—The samindars do not ordinarily lend to the ryots. Before the 
Estates Land Act. they were giving takavi loans to the ryots. 

0 ,—-Do you ’end to merchants in towns? 

A.—We borrow from Marwaris and the hanks for mercantile business 
bnt we do not lend to the merchants. 

Q .—Are the Marwaris and the money-lenders eventually forced to take 
over the lands? And do they retain or are they anxious to sell those lands? 

A.—The Marwaris do not lend on mortgagee. They generally lend on 
jewels. 

0.—What about the Yais.va merchants? 

A. —The Vaiaya merchants do not lend on mortgages. 

5.—Who are the other money-lenders except the persons like the aamin- 
dars who lend on mortgages? 

A.—Big rvots and samindars give on mortgages. The Kapus and Kammas 
ana au the big ryots lend on mortgagee. 
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—What are the rites of interest trat the Vaisyas allow if they take 
depo si ts l 1 

A. — before the Arbuthnot crash some deposits were received. Bit now 
ae dep osits ire received, especially after the advent of the co- o p er a t ive 
bank. Seise officials might deposit with them. Bat even they are also 
depositing in co-operative banks at half-rupee interest in savings banks. 
Big merchants used to deposit. But even that has now ceased. 

Mr. Thomas: What percentage of these loans lead to sale of lands? 

A .—In the case of mortgage loans, ordinarily the lands are brought to 
sale unless the debtor is able to get a loan from another man. 

Q .—Is it the same in most cases? 

A .—In 90 per cent of cases, it ends in the sale of the lands. 

In regard to the non-mortgage loans? 

1.—They end in insolvency. 
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Mr. Mvthiah Vhettiyar: Do people resort to insolvency courts? 

A .—When there is no mouey and nobody to give loans they naturally pa 
to the insolvency court. 

J .—Do they take to it as a means of gaining money? 

.—Not much. 


Q .—Do they bestow on their wife and children valuable ornaments before 
they resort to the insolvency courtP Is there that habit? 

d.—The time has not yet come in Rajahmundry for the people to take 
to such a habit. 


(The witness then withdrew.) 
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Friday, 10th January 1980. 

RAJAHJKUNDRY. 


Present : 

Mr. H. M. Hood, I.C.8. (Chairman). 

Mr. P. J. THOKAS, H.A., B.LITT ., PH.D. 

Mr. C. Gopala Menon, m.l.c. 

Mr. M. A. Mcthiah Chbttiyab, b.a. 

Diwan Bahadur B. Mitniswajot Nayudu, b.a., b.l., m.l.c. 
Khan Bahadur V. Hamkkd Sr max Maricair Sahib Bahadur. 


M.R.By. SRIKAXOLAPU VENKATA RAO Oaru, Merchant, 

Cooanada. 


Oral evidence. 

The Chav man : Are you an agent of one of the Mnrwari firms? 
A.—I am not an agent of any of the firms. 

Q .—What business are you carrying on? 

A.—1 ant importing and doing some general trade. 

Q .—What do you import? 

A.—Stationery articles. 

.—Wherefrom do you get them? From England? 

From England and Germany. 

J .—Do you import for your own trade? 

.—Yes. 

.—What becomes of the stuff when it is imported ? 

.—We sell it here. 

.—Locally ? 

Yes. 
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!.—How do you pay for it? 

.—They draw on 60 days’ sight with documents. 

'.—They draw bills on you? 

.—Yes. 

Q .—Are those bills discounted through the exchange banks? 

A.—Yes. some go to the National Bank and some to the Imperial Bank. 
Q. —Do you import through Cocanada portP 

A.—Yes. They will lie landed at Cocanada and then I will take them 
after paying the landing charges and the duty. 

J .—Do you take delivery and pay all these charges? 

.—Yes. 

-Whom do yon pay to? 

.—To the banks. We will then take the documents to the landing agents 
They will take the landing charges and issue delivery orders to the articles. 
We will then go to the Customs to take the delivery. 

Q .—And then you take it to your godown? 

A .—Yes. 

Q .—Then what happens P 

A.—Then we sell to the retail dealers and the wholesale dealers 
<?.—<On what terms do you aellp 
. 1 .—On 10 to 18 days' credit. 


8 
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f ,—-Do yon sell looally only? 

.—We sell not only in Cocanada but we sell in Rajahmundry also. 

<3.—fienerally you sell on IQ days’ credit? 
a.—On not more than 15 days’ credit. 

J .—1 take it that credit is purely personal P 
.—Yes, the credit is personal. 

Q .—Do you take any documents? 

A.— No. 

Q .—So far as your business is concerned, do you finance it entirely by 
means of your own capital? 

- A. —Yes. But when occasions arise I have recourse to loans in small 
amounts. 


i.—Is that on your personal security or on bills? 

.—Onlv on demand promissory notes. 

K —Who finances the trade of that sort? Is that done b.v the banks? 
..—By the local money-lenders 


J . —Who are they? Marwaris? 

.—All local people. Largely Vaisyas. 

Q. —Telngu Taisyas? 

A.—Yes, 

G. —And not the Marwaris? 

A. —No. In Cocanada all the Marwari firms are closed except only 
those who take to lending on pledge of articles. They will not finance for 
commerce. They only advance to the ryots on the pledge of gold articles. 
Hitherto there were about six or eight Marwari firms in Cocanada who lent 
money on commerce without any security or any other thing. 

Q .—Who are they? 

A. —Jain Marwaris. 

Q .—Do they lend on other things besides goidp Do they lend on cook 
pots? 

A. —Yes, they lend on the pledge of everything. 

<?.--Do they lend at a low rate of interest? 

A .—In writing they say that if it is to be paid within three months the 
rate is 12 annas per hundred for a month and that if the debtor fails to 
repay within three months then the rate of interest will be Its. 1-14-0. 
Who will pay <:n the 90th day exactly.- They mention only the Telugu 
date and almost all will not remember it and any one who goes to repay 
even a day or two after the due dute will have to pay only at the rate of 
Rs. 1-14-0. Out of a hundred not even five can escape this rate. 

Mr. Hameed Sultan Maricair : Do you find any difficulty in realising your 
money from the merchants? 

.4.—For my part T do not find any difficulty. 

Q. —You have just stated that you give the samans and get money within 
ten to fifteen days. To whom do you give? 

4.—I will give only to some respectable men having credit. 

Q .—You say that the Marwaris after 90 days charge a high rate of 
interest. In case the article pledged is not taken within 00 days will they 
unction it? 

A. —They will keep it until all the cost is exhausted. Then they wil' 
send a notice to the party. 

Q .—When is that done? 

A .—When the amount including the interest accumulates to the value of 
the article pledged. 

Mr. Gopala Men on: You are a general import merchant of sundry articles 
of stationery. What particular things do you import 1 ' 

A.—I can call that generally sundry articles. 

Q .—That is stationery such as pencil, pen-knife, paper and things Hire 
that. Is that the practice? 

A.—Yea. 


>.—You are doing this business on your own account? 
.—Yes. 


J .—You prepare the indent and bend it to your London agent ? 

.—Yea. 

Q .—Have you got a particular form in which your indent is drawn up? 
A.—Yes. 

Q .—Is it your own form or the-forms sent by the London export agent? 
That is, they send out to you their own forms in which you make up your 
order and send it for execution. Is that the process ? 

A.—Yes. 

Q .—What are the terms mentioned in the indent? 

A. —C.f.i. and c.i. 


O .—lb that for all things? 

A .—There may on occasions only little quuntitieb that arc scut ut first 
cost. 

Q .—That is f.o.b. rates? 

A.—No. 

Q .—So they quote you for the goods both on c.i.i. uud c.i. terms and 
on which you have no other charges to incur except the clearing charge? 

A .—The clearing charge and tiie duty has to !>e paid. 

Q .—What will it he in the case of first cost? 

A.—They will charge ior everything, packing, carrying, freight, 
insurance, commission, exchange. 

—What ja the value of an indent in the ease of c.f.i. that you aend 
to your London agent at a time? 

A .—it will not lie more than £200 at any time. 


!.—That refers to e.f.i. and c.i. indents? 
.—Yes. 


Q .—In the ease of first cost? 

A .-—That will depend upon the value of the business. 

Q .—You have always found the prices reasonable. Is it not? 

A.—Yes. They will lie intimating the prices of the various articles 
and if anything suits our murket we will indent. 

Q .—What 1 um driving at is this. There are certain articles on which 
the London firms are unable to quote c.f.i. and c.i. terms such as the 
minor articles—liens, pencils and penknives. Is it not? 

A .—If it is u large indent even for these articles, they can get on those 
terms. But if the indent is small they cannot since it is very difficult to 
calculate the freight. 


J .—Then you wait till you can order 
your indent? 

A.—Yes. 


for a number of articles and then 


Q .—You say they draw on you 60 days’ sight drafts. Are there docu¬ 
ments against acceptance or against payment? 

A.—Some may be against acceptance and some aguinst payment only. 
In very rare cases they will deliver the articles on acceptance. 

Q .—In such cases is there a Limit fixed by you or by the London 
agent, in other words, you can do business with them only up to a certain 
limit? 

A.—No, 


flh—When you get the advice of shipment on the day you receive the 
invoice, the bank through which the documents are negotiated will 
present them to you for acceptance. Is it not? 

A.—Yes. 

Q.—In the case of D.P. drafts what do you do? 

A.—We remit the amount through drafts or currency notes to Madras 
and retire the drafts. 


Q ,—In the case of D.A. do they send the draft and the shipping docu¬ 
ments at the same time? 

A,—The documents will he there and with the drafts they will send the 
receipt—‘Received documents . . .* 



to 

0 ,—When driven to the necessity, at any time haw yoti asked these 
banks to clear and stack in their godowns and afterwards remitted money 
from Ihere? 

A. — No, 1 have never asked them. But they will do bo if they are given 
one-toarth margin. 

Q ,—That is through the exchange bank, is it not)' So they have 
always been accommodating you in case of necessity to the extent of giving 
you oredit up to 70 or 75 per cent of the value of the invoices and if you 
remit 20 per cent of the value of the invoices they will clear and store 
the goods in their godowns. Is it not! 1 

A.—It has uot happened in my case. But they will do so. 

J .—Have you ascertained from them P 
.—Yes. 

Q. —So you are sure that in such business the exchange banks are accom¬ 
modating the Indian merchant hereP 
.4.—Yes.„ 

Q. —Are there muuy merchants who arc importing goods ot this kind in 
Cooanada? 

A. —There are only four or five. 

Q .—Are there any European firms in Cocanada receiving indents of 
this kind and passing oil to their head office in London for the purpose 
of helping the dealers P 
A. —There are. 


J .—On what terms do they give the goods to the dealer!' 

.—They take the indents from ns, land the goods and store in their 
godowns. They charge V per cent towards interest and godown rent. 

Q .—-Is the interest of 9 per cent charged only after the expiry of the 
due dateP 

A.—After 30 days after the arrival of the steamer. 

Q. i—Is that in the case of 30 days’ sight draft? 

.4.—No. They will take the indent from ns and got the goods from the 
steamer. From the date of the landing of the goods they will not chatgu 
interest up to 30 days. But it it is not cleared in that period they charge 
for interest and godown rent at 9 per cent. 

Q .—Are the dealers allowed to take in small lotsr 
A.—Yes, in one or more lots. 

^j.—Bo, do you find that the Euro|>euii as well as the Indian merchants 
dealing similarly helping these small merchants in the way of accommoda¬ 
tion of that kind? 

A. —Yes. 

—Then you saj that these goods ore sold to the small merchants or 
to your customers. To whom do yon sell P To the small merchant in 
Cocanads town or in the interior parts of Cocanada and also to private 
individuals? 

A.—We sell only to the dealers. 

Q. —Bo you are more or less an indent commission agent on your own 
account? 

A. —I am not an indent commission agent. 

J .—Are you not doing it on your own account? 

.—Yes. 


Q .—Do yon find other merchants there who are doing this sort of indent 
commission business? 

A.—There are some European firms. 

Q .—Are there any Indian commission agents in Cocanada ? 

A.—No, not in Cocanada. There are such firms in Madras. 

O.—Yon said that you are selling these goods on 15 days’ credit to the 
small merchants. But have they paid your invoices exactly on Hie due date 
Or have yon had to give them extensions? 

A .—If an extension is asked for four or five days we may not care and 
grant them the extension. But we charge them interest. 

S .—At what rate? 

.—12 per cent, 



Qi —Have you at any time bad difficulty in realising the money and 
bonce bad you to go to the banks for financial aid? 

A.—No. 1 had never any difficulty in realising my outstandings. 

Q .—You said that you were doing business with your own capital and 
also occasionally with money borrowed l'rom local money-lenders. What is 
the rate of interest that you have to pay? 

A .—From 0 to 11 per cent. 

Q .—But are there not banks in Cocunadu? 

A .—Tliere are banks. 
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.—Have you ever tried to obtain accommodation irom them? 

.—No. 

Q .—If you had tried do you not think that you would have got accom¬ 
modation at a much lower rate of interest? 

.4.—Though the Vate of interest may lie low, it is difficult to secure 
another man to staud os surety and 1 never tried it. 

0 .—Is it due to the difficulty of finding a joint surety? 

A .—If 1 go to another man to accommodate me then I will have in 
turn to stand us surety for another nmn. That I do not like. 

Mr. Muthiah Chettiar: You were just saying that in the case of Mar- 
waris if the amounts are not paid within 0(1 days they charge interest at 
Bs. 1-14-0 per hundred i>er month. For what amounts? 

A. —It is the same for all amounts, from Rs. 5 to Rs. 1,000 even. 

(J .—Do thev lend large sums of money? 

.1.—Fes. 

?.—To individuals? 

.—Yes. 

!.—Up to what uinount? 

-Up to Bs. 3,000. 

Q .—Do they lend oil house property? 

—No. 

Q. —In your business do you get D.A. terms? 

A .—Sometimes. 

Q .—For how many days? 

A .—60 days. 

i.—Do they allow you large credit? 

-Not much. They allow only about £200 or so. 

y.—Are there many import merchants in Cocanada who get D.A. terns 
very freely? 

A.—It is very rare that we get that. 

).—Are there any banks that lend money to merchants? 

.—Yes, there are. 

—Which are they? 

-The Imperial Bank and the newly opened Andhra Bank. 

Q .—What is the rate charged by the Imperial Bank on joint promissory 
notes? 

A,—It does not exceed 9 per cent. 
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Q .—On the security of goods what is the rate? 

A.—8 per cent. 

Q .—Does the Imperial Bank lend money on gold? 

A.—Yes. They will lend any amount the minimum being Rs, 200. 

Q .—Does the Andhru Bank lend money on goldP 

A.—It is only two months since it was opened, and 1 do not know. 

Q.—Are there any other banks 1>esides these two? 

A,—No. 


Q .—What is the rate of interest in the Andhra Bank? 

A.—As I said it is only two months since it has been opened and it 
is doing current account business and sonic fixed deposits. I think they 
too lend at 9 per cent. 


I.—¥o* were saying that the Vaisyas lend to you at 9 per cent? 
i.—from 9 to 11 per cent. 

.i-lf the stun lent is large, is the rate low? 

ft varies according to the stability of the borrower. 


Q.-*W hat win be the genera! rate charged by a Yaisya on loans of 
Be. 1,000 and Bs. 600 P 

A.—It all depends upon the stability of the borrower. The rate wilt 
not vary according to tne amoent. 

J .—Do the Vaisyas keep regular accounts ? 

.—Yes. 


O .—Do they keep day books and ledgers? 

i.—Yes. -In fact they have to produce them before the income-tax 
officers. 


V .—Do they show these books to income-tax officers? 

I.—Yes. 

Q .—How are they assessed to income-tax? What is, your opinion about 
assessments? Do they take the income as they have been realized or do 
they put rough estimates? 

A. —No, they take the actual figures. 

Q .—As received P 
A.—Yes. 


Q .—Supposing you are a money-lender and you have lent Rs. 50,000 to 
a person and hare not realised the interest due on it. In assessing to 
income-tax do the authorities take this interest into account? 

A.—No. 

Q .—Is it taken into account only if realised? 

I.—Yes. 

G.—How many Vaisya money-lenders arc there in Cocanada? 

A.—About 10 or so. 


Q .—What will be the total volume of busiuess oi all ol thorn put. 
together? 

A.*—It may coiue to a erore of rupees. 

Mr. Thomas: Mr. Venkata Rao, where do you invest your savings? 
Every year you must be making some profits? 

A.—1 will use that in increasing my business. 

Q .—When half your money comes in, do you merely keep it in your safe? 
A.—I da not invest it auywhere. 

Q .—You do not deposit it in a bank? 

I.—No. 


O .—Then when do you keep your money? 

A.—In my own safe. 

Q .—Are you not losing interest thereby P 

A.—I have to meet my own demands and li I put it os fixed deposits 
I may not be able to get it at the time I want it urgently. 

Q .—Do you not know that the joint-stock banks take deposit on currant 
account and will give you a small interest? 

A.—The Imperial Bank, I think, does not give any interest. The co¬ 
operative bank gives about 2 per cent interest. 


Q .—Is it not worth while to put your money in the bank and thereby 
help trade? 

A.—'Recently I have opened e current account in the Andhra Bank. 

0 .—Do you therefore deposit your money in the Andhra Bank? 

A.—Only recently I opened an account there. 

J .—But do you find any difficulty in regard to that? 

.—I do not find any difficulty and there is no stamped cheque that lias 
to be used. 

X .—Do you use cheques* 

_ .—Yes. 

Q .—When making payments to your creditors do you use cheques? 
A. —No, I have to remit only to Madras. 



f ,—How do you make your remittancesP 
.—i purchase demand drafts from shippers mod send 
National Bank, 

Q .—So what opportunities have you for using cheques ? 
cheques at all P 

A .—If I owe anything to the local people 1 issue cheques. 
Q .—When did you begin that practice? 

A .—Only three months bock. 

J .—Is there a co-operative hank in Cocanada? 

.—Yes. 


them to 
Do you 
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use 


>.—You have no deposits there? 
.—No. 


0 .—Why do you not keep your dei>osits with the co-operative hank? 

A .—I once opened an account there hut I had seme difficulties and so I 
discontinued. 

0 .—What difficulty? 

4. —It was on account of the incapacity of the secretary. Nothing more 
than that. 


Q .—There was no difficulty on account of the rules? 

A.—Nothing on account of the rules. 

Q .—So you are not keeping much money in your own safe now bnt put 
it in the Andhra Bank? 

A.—Yes. 


Q .—What about the people like you? 

A.—Most of them iiave current account in the Imperial Bank. 

Q .—Are there many who keep their money in their safes? 

A .—Some will keep their money in their safes and some will keep it 
in the hanks. 

O.—Ik there no fear of the money so kept in the house being lost? 

A.—There is no fear. 


0 .—Why do you not go to Marwaris when you are in need of money P 
A .—There are no Marwaris now who lend on personal security. They 
want pledge of ornaments or other things. 

J .—But do not the Vaisvns give on personal security? 

—Yes. 

0 .—What interest do the Marwaris charge? 

.4.—They will never lend except on pledge of jewels. Now they say 
they charge 74 per cent but the rate in the case of default is Rs. 1-14-0 
per month or 21 per cent or so. 

-Do shop-keepers like you borrow from the Taisya money-lenders ? 
1.—Yes. 

Q .—What classes of people go to the Marwaris? 

A .—The agriculturists, shroff merchants who deal in gold and silver. 

0.—What are the chief industries you have in CocanadaP 
.4.—There is only the oil industry. 

Q .—What classes of people are interested in it? 

4.—Most of the factory holders are Vaisyas. 

'f .—Are you a Vaisy* by caste? 

-Yes. 
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Q .—Tn regnrd to the shop-keeimrs that you know, are there many who 
are heavily involved in debt and therefore have got to close down their 
business P 

A.—There are some, 

0.—What is the percentage of such business? 

A /.—It may not exceed 5 per cent. 

Q .—Why do they get involved? 

4.— Because they are extravagant. 

S .—Wbht other causes are there? 

.—A shop-keeper will never lose in bis business unless he is extravagant. 
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4 }. —Has the custom of issuing cheques recently developed after the 
duty m cheques eras taken away? 

A.—Before the abolition also there was the use of cheques. 

O.—But since the abolitkm has there been a considerable increase P 
JL—The increase will be more than 10 per cent. 

Q.—Do you accept cheques of people (like you) who have invested money 
in the Andhra BankP 

A.—-If I know the party I will accept it. Otherwise I will not. 

The Choirmoi): You sell vour articles direct to the shop-keepers? 

A.— Yes. 


J .—Yon do not sell it to the consumers? 

.—I do not sell to the consumers but only to the retail dealers. 

Q .—Are thev mostlv shop-keepers to whom you give 15 days’ credit? 
4—Yes. 

p.—Do you find that many of these people set up shops in the basanr 
without knowing very much about the business of shop-keeping? 

4.—Never. He must have some experience or he might have served a 
shop-keeper. 

Q.—Are there many failures among the shop-keepers? 

A.—Only about 6 per cent may be failures. 

Q .—Are there many wholesale merchants in Cocanada? 

A .—In the importing line there are four or five. 

Q .—What do they mostly import? 

4.—Almost all sorts of metals, cement, wool and yarn. 

p.—Have there been many failures in regard to these wholesale firms? 

A .—There have been no failures. 


Q .—In regard to piecegoods do they import on their own account P 
A.—No piecegoods are arriving at Cocanada now. They are brought 
from Madras only. 

Q .—Are they importing yarn hereP 
A.—Yes. 


P.—Artificial silk? 
A.—Yes. 


P.—Is it increasing? 

A.—No, Large quantities are coming from Madras and Bombay only 

P.—Do the people weave? 

A .—They will weave only in the surrounding parts of Cocanada. 

p.—About your selling goods to the shop-keepers is it always paid for 
in oashP 

.4.—Yes, it is paid in cash only. 

Qj —You do not get bills from them? 

A.—No. 

P.—Do the shop-keepers understand the system of working the hills? 

A .—No. 

P.—What do thev do with their money in the shops? 

A.—Their collections will be distributed to the creditors. They will 
not have any deposits in banks. 

P.—What do they do with their day to day receipts P 

A.—They will be paying to the creditors whatever they collect in the 
evening. 

P-—Before their collections go to their creditors how do they keep tho 
money? 

A. —They have to meet their expenses. What remains will go to the 
creditors. 

P.—The trade of Cocanada as a whole is increasing. Ts it not? 

A.—It is increasing daily as seen from the figures. But many of the 
consi gn ments and the volume of trade come for shipment only to Cocanada. 
Lakhs ana lakhs of bagR of groundnut as also castor seed for shipment only. 

0 .—Shipment by whom? 

A.— By English firms. 
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Q .—How is the stuff bought? Do the agents go and buy from the 
interior? 

A .—There are agents of the English firms at every railway station. 
They buy locally and send by rail to Gocanadu for shipment. 

Q .—Whom do they send in Coeanadu? Is it the steamer agent? 

A .—To their paid agents. 

Q .—Who arranges for tho shipment? 

A .—There are some firms who undertake to do this shipping business on 
receiving commission. 
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.—They charge commission? 
.—Yes. 


Q .—What do they charge? 

A. —They charge Its. 3 or so for lOfl hags after meeting all tho expenses. 

Q .—The hulk of the groundnut from these districts goes from Coeanadu P 
.4.—Yes. 

Q .—What about Viscagapatam? 

.1.'—tt is not safe there now. 

Q .—What about Biinlipatam ? 

A .—Tt is not a safe port. Tho sea there is rough whereas C'ocannda 
is a calm place tor shipment. 

Q .—All these finns pay cash on the spot for the purchase of groundnut? 
A .—Yes. 

Q. —Do thev advance much? 

A.—They will never advance. They pay on delivery only. If they pay 
any advance they will ask the dubash to stand guarantee. 

Q. —They do not pnv advances to grow the stuff? 

A.—Only in very raie cases thev will pu advances. 

Q .—When the Yizngaputam harbour is built, will it affect Cocanada very 
much P 
A. —No. 

Q .—Is there not much paddy export at Cocanada ? 

.4 .r—Only boiled vice is exported. 

J .—Boiled rice goes to Burma ? 

.—Yes. Tt goes to the Western ports also. At times wc get paddy from 
Rangoon. 

Q .—Are there any country’ crafts calling at Cocanada? 

.4.—There are no country crafts now. At the time of the war there 
were some. But now there are none. AH shipping is done hy foreign 
steamers only’. 

Q. —But do not they ship to other plnces down the coast in country 
crafts? 

A. —No. Tt is only done by the canal ways. 

0.—So, there Is no export business from Cocanada by country crafts? 

.4.—Yearlv one or two boats come hut they do not conic in large numbers. 

Mr. Thomas: Are there not boats built there by local fund workshops? 
.4.—That has been abolished. Only individuals have been building. But 
now only repairing is done and boats are not built. 

The Chairman: Do they do much ship repairs at Cocanada? 

A. —Only country ships will lie repaired there. 

Q .—When a country ship conies from Tnticorin to Cocanada and has to 
he repaired, how is the repairing charge to he paid? TTow is the payment 
made P 

A .—They will send a representative. 

J .—They do not use the bottomry bondP 
.—They will repair on the daily wage system and the representative 
will pay for the charges. 

0.—You never had anything to do with the rice trade? 

A .—Though I have nothing to do with trade in rice T can answer you 
some questions on rice trade also, 
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Sb it marketed P 

.—The ryot will sell his paddy through a village dealer. That dealer 
bring* it to Cocanada and comes to the wholesale merchants. 

J ,—Where does the dealer live? 

.—gome dealers live in Cocanada and some nlso live in the interior 
parts. 

<p.—They go round the villages and buy? 

A. —Yes and then take it to Cocanada to tho wholesale merchant, 
shipper or mill-owner, 

Q. —They sell'it outright P 
A.—Yes. 

Q. —How do they pay the ryot? 

A. —After it is sold, most ot tho dealers will pay the ryots cash. 

Q .—They do not cash and buy it? 

A. —No. 

Q. —Then they are working on credit? 

A.—Yes, on n week or ten days’ credit. 

Q .—Do thev give anv interest? 

A.—No. 

Q. —Do they give any document? 

A. —They only sign on a piece of paper saying that they have taken 
so many bags of paddy at such a price. 

0 .—Does the rvot ever get swindled? 

A.—No. 

Q .—You do not get any bogus merchants ? 

A.—No. There will he one commission agent nt each and even’ |>1 are and 
he will be advising the ryots. Unless he agrees tho ryots would not part 
with their paddy. 

Mr. Thom ns: Are the commission agents taking too much commission? 

A.—No. They get only one rupee on 25 bags. 

0. —What about the measuring? 

A.—Everything come by weight. 

0 .—Are the weights used standard weights? 

A.—Sealed weights are used. 

The Chairman : This man goes round the village, buys the crop and 
then sells it. Is he a merchant or a commission agent,? 

A.—He is a merchant. 

0 .—He is definitely buying and selling. He iB not a commission agent? 
A.—No. He buys and sells at his own risk. 

0 ■—Are there no commission agents? 

A.—Now there are none. Previously there were people called Aihthi 
Vyaparai. 

0 .—What does the village commission agent do? 

A.—He will weigh the bags and then take Jle. 1 for every *25 bag* that 
he weighs. We call it one rupee per gars. 

Q .—That is a big commission. Ts it notP 

A.—It is not so Sir. It is only for Rs. 150 he gets rupee one. 

Mr. Onpala Mennn: What does he make annually? 

A.—Rs. 400 or Rs. (500. But there is only one for a village. 


The Chairman : Has he anything to do with the sale of the stuff i His 
business has apparently to do with weighing and not selling? 

A.— No, he has to weigh or measure it. 

0.—What is actually liis business? Ts he a potty trs*ler also? 

A.—Yes. Mostly such people will bo Vaisyas. 

9.—The meirhant who goes round is nlso a Vaisva generally P 
A.—Yes. All these are mostly Vaisyas. 

0 .—It is the Vaisya business, is it »otf 

A.—Y9S, 



0.—'There are oo turnip km agents in the towns too? . 

2, Yes, there are. Till ten years ago every article went through tit* 

commission agent. But now that system has gone. The seller comes direct 
and sells the articles to the millowner or the shipper. 

Q .—How does the inun take it from the villago to (Joeanada? Is it by 
road or by boat? 

A.—By bandies. 

Q .—Not by boat? . ... .. 

A .—If it is from a place near the canal, it is by boat und it irons a 
place which is away from the canal it is brought by road in bandies, 
p.—If lie takes by boat lio takes at his own risk? 
vl.—Yes. 

p.—Then he goes with it? 

I.—Yes. 

Q .—Ho takes it as his personal luggage? 

A. —Yes. 

S i. —Are the transport charges cheaper if taken by boat? 

.—If the place is near the canal the charges arc cheaper. From here 
to Cocanada we pay only two annas a bag. 11 it were to go by Imndies 
they will charge us eight annas per bag. 

Q .—Fs it very unusual for the ryot himself to tako the paddy to the 
mill in big towns? 

A. —ff there arc mills near by the ryots theniselveB will take the paddy, 
p.—But they would not take to any distant mill, say if it is thirty miles 
away ? 

A.—111 the case of the large cultivator who has thousands of hags there 
can lie some bargain. But in the case of the poor ryots it is better for 
them to sell at the spot and after all the difference in price is only one 
anna or so per bag. 

p.—Do the big cultivators themsleves go to towns? 

A.—Yes. 

P-—How does the system work for the ryots, iavournbly or unfavourably? 
A.—Jt works fuvourably. Jt is the difference of one anna only that 
the middleman is going to get. 

p.—What about the prices of the man who goes round the villages and 
makes the purchase? 

A. —He gets a profit of only one anna a bag and he is satisfied with it, 
because lie has got the bags on credit. 

P.—They are also importing rice at Cocanada? 

A.—Not generally. On rare occasions it is imported. This is also a 
producing country. 

P.—What knowledge has the ryot in the interior got of the prices that 
are prevailing in Cocanada when lie sells his paddy? 

A.—Of course has knowledge of the prices at Cocanada, 

P.—How does lie know that? 

A.—Home merchants come and inform the ryots. They may have coin# 
lor any purpose other than the purchasing of paddy and they would say 
that the price of paddy in Cocanada is so much per bag. Even if there 
is an increase of one anna iti the price somebody goes into the interior 
and wants to buy there. 

<?•—Now you have got the railway from Cocanada to Kottapulli. Does 
paddy come by rail or by bandy? 

A.—It is only three months since the line was opened. And naddv hue 
not yet begun to be sent by rail. 

Q,—When do the ryots sell? At the harvest? 

A.—If the cultivator is a rich man he will keep it generally till the 
price goes up. But if lie is an ordinary man, he will sell away at the 
harvest. 

Q -—Will it pay him to keep the paddy with him for some time? 

A.—For tho last two or three years the prices are not paying. 

, Q -—W he has to sell at once owing to the need for paying kist or his 
dues, what will be the price that he wifi getP 

Ae—-The ryot population is not so bud as that. It is becoming riciit 



b ,—Look at it this way. When the merchant goes to the villages to 
bow the poddy there ore certain people who have got to sell their paddy 
and ther e are others who will sell if they get a good enough price. Do thv’ 
all get the same price? 

A. —Tee. 

Q. —Do they get a better price by waitingP 

A .—it will vary according to the market. If the market goes down 
he will be a loser by waiting. 

Mr. Thomas: How many rice mills are there in Cocanada town? 

A. —Not less than 10 or 12. 

Q .—How are they working now? 

A .—Till three years back they were working on u profitable scalo, but 
now it is not so. 

The Chairman: Have any more been started? 

A. —Yes. In the interior many have been started. 

Mr. Hameed Sultan Marirair: llow is it that evorj body is taking to 
rico-millsP Why not they have oil mills? 

A. —There are also oil-mills. 

J.—But as it is everybody seems to go in for rice mills? Why? 

A .—Because four or five years back the rice inillownevs made some 
profits. But now the demand* is very jtoor and there is no profit ut all. 

In regard to some of the questions in the questionnaire 1 wish to say 
a few words. The duty on liundi is very abnormal at present. For 
Rs. 6,000, Rs. 5 is to be on stamps, if I hud to borrow Rs. 1,000, I liuvo 
to pay Re. 1. So a reduction is necessaiy 1 think on stamps oil liundis. 

The Chairman: How long is it since the present rates picwiil? 

A .-—After tlic amendment of the Stump Act there are no sight draJts. 
But before the amendment of the Act there were many ..iglit drafts in 
banks. 

<J .—But the question then is this. How are you going to replace the 
revenue? Can you suggest how the revenue can lie otherwise made up? 

A. —1 cannot say. 

Mr. Thomas: If you reduce tlic duty, is not likely that more liundis 
will be created? 

A.—Yes. — 

The Chairman: Have you auy other suggestions to make? 

A .—It is essential to open agricultural banks. 

Q .—What forP 

A.—To advance money to them at low rotes of interest repayable in 
instalments over a number of years. In these parts of the country there 
are no mortgages of standing crops also. 

Q .—Why not? Co-operative societies are authorized to do it? 

A.—It may be, but most people do not do it because they do not know 
it. 

y.—Do you think it is good security for a co-operative society to ndvanee 
loan on standing crops? 

A.—If the climate is good it is good security. But although it is not 
very good security and a safe one, if the man is on the spot you can 
advance loan. 

—Wfuit sort of agricultural bank do you contemplate? 

,—A Big bank with branches in every district. 

Mr. Gopal-u Mtnon : You state that there should he land mortgage hunks 
in every district and even taluk if possible. Do you think thnt if these 
banks are started the ryots will get money from them and redeem tbeir 
prior debts? 

A.—Yes. 

<?.—Supposethe land mortgage bank clears or agrees to clear their 
prior debts. Will the ryots consent to that? 

A.—Yes, they will agree. 

(The witness then withdrew.) 



Friday, 10th January 1930, 
RAJAHMUNDRY. 


1* it e a e n t : 

Mr. U. M. Hood, I.C'.S. (<'Itahmini). 

Mr. 1*. J. TiIOM\S. M.A., B.UTT., I-U.U. 

Mr. C. Goi'Ai.A Mbnox, m.b.c. 

Mr. M. A. Mlthuh C'hettivvk, n..\. 

Diwun Bahadur B. Mixiswxmi Xaviui". u.a.. n.i.., m.i..c. 
Khan Buhadur V. H a meed Svltxx Maiucvie Sahib Bahadur. 


M.R.Hy. EADHA KISSAN Avargal, Proprietor, Messrs. Hiran and 
Ramsook, Bankers, Cocanada. 


Oral evidence. 

Mr. Mitiluah ('li<-hitjiii : Jlow many years have you heeu in Cocanadu? 

.1.—For the last :30 years I am there. 1 have an experience of 30 years 
in Coeauada. 

(J .—Are you a Multani or a Manvari? 

.1. -1 am a Marwuri. 

y.—Are there Multan is in Coeauada? 

.4.—No, there are none there. 

y.- -1 low nuiny Marwari mnncy-lenders are there in C'otanadu? 

.1.—J am the only one man who does money-lending. There are a lew 
but they do not do money-lending business. 

Q .—Are there many Manvari pawn-brokers? 

el. —There are a lew Jam Munvuris lending money on pledges. 

t>.—Clave you any branches? 

.1.—Not in British India, hut iu the Nizam's Dominions, 
y. —Do you lend ou .security ol land? 

A.—We lend on account. Sometimes we take security, hut wo do not 
lend ou mortgages of land. 

y. —What securities do you take? 

A.—Rice mills or houses are taken as security, 
y. —Do you not take land as security? 

.4.-11' there are lands also lielonging to the man a ho takes the loau wo 
take that us additional security. 

y. —In towns which are the class of persons who take loans? 

A.—Merchants. 

y. —Do you lend in small amounts or iu big umounts? 

A.—Big amouuts say Rs. 20,000, Its. 30,000 or Rs. 40,000, etc. 
ti .—Is it on pro-notes? 

A.—On agreement to have the property mortgaged to us whenever wc 

require it. 

Q .—Do you lend on mere pro-notes or katlm? 

A.—Either on a letter or on pro-note not generally on katlta. 

Q .—What is the rate for amounts less than a thousand and for amounts 
over Rs. 6,000? 

A. —Twelve per cent, even though the amount is Rs. 10,000 or more. 
We sometimes lend ou pro-notes, generally on joint pro-notes and more 
often on security, 





you loud on security ol goods kept iu godowusP 
on pledge of produce. 

Q .—Do merchants insure those produces? 

A .— No. 


y. —Do they lock it and koop the koy? 

A .—The key is handed over to us, hut if we come to know that the goods 
are sold we give back the key to the purchaser on receipt of u lotter irons 
the lender that the money will be paia on receipt ol the salo money. 


Q. —Do you give cleuu loans P 

A.— Yes. 

Q .—How long do you wuit to recover them? 

A .—Sometimes we wait for one year and at other times for more thun 
one year. 

Q. —Do they pay interest at least once a year P 

A .—We demand interest at the end of a year. Sometimes they pay und 
if we do not receive then we wait for two yours and even throe. 

Q .—Do you go to court ? 

A.— Yes. 

Q .—Are there many such cases where you have to resort to courts ior 
recovery ? 

.4.—About lo in 100 eases. 

Q .—Do you go to courts oiten for recovery of loans on mortgage deeds 
or clean loans? 

.4.—There arc more suits on mortgage deeds. 

Q .—What is the net yield on your capital alter deducting all expenses? 

A.—We are getting our capital lrom capitalist partners in our native 
place at 6 j>er cent interest and we are lending at 12 per cent. Formerly 
we used to get about Rs. 5.(XX) to Rs. 6,000 per year but now lor the last 
three or four years we get uo profit at all. 

Q .—What are your 1 

A. —1 am a working partner. 

y.—How many luklis of rupees have you lent? 

A. —Between three and lour lakhs. But there are now about 2 to 3 laklu) 
of rupees outstanding. 

Q. —On this volume o) business after paying 6 per cent to the capitalist 
partners are you not making any profit at all? 

.4.—No. Debts are accumulating in our books but money does not como 
at all. 

Q. —In giving loans do you got, besides pro-notes, iiundis? 

A. —We never take huudis unless it is ior export of goods. 

y.—Do you discount your pro-notes with other banks? 

A. —No. 

y. —Do you get any facilities irom other banks? 

A. —1 have an account with the Imperial Bank and they help ua some¬ 
times up to one lakh of rupees. 

y.—How many days or weeks do you on joy such accommodation? 

A. —Only one week. 


y. —So it is only a vory temporary accommodation? 

A. —Yes. 

y.—You say that you are not easily realising interest. How is your 
income computed by the lucome-tax Department? 

A. —Hitherto they used to tax us on uncollected amounts also but now 
they tax ns only on actual collected amounts. 

Mr, Thomai: What ar«.the terms on which you lend money P 
A. — I lend money to those who purchase goods, who may pledge ifce 
goods, or who store the goods. 



71 


J .—What rate of interest do you charge P 
.—Twelve por cent, 

Q .—Jn all cases? 

A.—Yes, in all cases. 

Q .— Suppose n clerk in one of the Government offices comes to you for 
a loan of Rs. 100. what interest will you charge? 

A .—They do not come often. I charge 12 per cent interest. 

Q .—Do you give him the Rs. 100 directly or do you give him the nmount 
less the interest, i.e., do you deduct interest in advance? 

A. —No. The interest will lie collected only along with the principal. 

Q .—Are all Mnrwaris doing this way ? 

A.—There are some Jain Mnrwaris who lend from 12 annas to Rs. 1-0-0 
interest per cent per month. Rut that is not inv business. 

Q .—Supposing that clerk does not pay you at the right time. What 
penal interest do you charge? 

A .—No penal interest is charged. 

Q. —Do you know of any money-lenders in Cocnnadn who deduct interest 
at the time of giving the loan? 

4.—T do not know, f cannot sav. 

Q. —Are you not aware of such transactions? 

A.—I am not aware. 

Q. —Do Vaisyas do that? 

A-T am not aware ot it. 

Q. —Who audits your accounts? 

A.—Some Marwari gumastas. In the income-tax office there are some 
Marwari gumastas and they audit our liooks for income-tax purposes. , 

Q. —Do you receive any deposits? 

A.—We do not receive any dc|>osits in this part of the country. We 
never give more than 6 per cent inteiest on deposits. We get deposits 
from our part ol the country, i.e.. from our native place. 

Q. —Can you not get deposits here if yon pay at 6 per cent interest? 

A.—We aie not getting. 

Q .—Suppose you open or establish a regular hank with trained clerk's 
nnd open the deposit side of Imnkiug. Will it not he better? 

4.—May lie. Hut I do not want to do it. 

Q .—How much overdues have you now? 

A.—Two to three lakhs of rupees. 

The Chairman : Are they all overdues? 

4.—Yes, they are. We are demanding the money and they are not 
paying. 

Q. —Tf a party is not paying on the due date, how long will you wait? 

A.—We wait for one or two months. Rut T fear to go to court, for then 
it will take sometimes two to three years to realize the money. Tn the 
Inst resort only T go to court. 

Q. —Suppose the Government wore to make a rule that all money-lenders 
are to bo registered and their accounts are to he annually audited. Will 
you agree to it? 

4.—No. 

3/ r. OapaUi Men on: Where do you derive your capital for your hanking 
business from? 

4.—From my capitalist partners in my native place. 

Q .—Which is your native place? 

A.—Jodhpur, Rajputanu. 

Q .—Wliat is the rate at. which yon horrow money? 

A.—Six per cent. 

Q .—What is your lending rate? 

A.—Twelve per cent. 

Q .—What are the purposes for which you lend monev to the public 
hereP 

A i—For erecting mills, improving industries and storing merchandise, 
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Q ,—Also for your otto trade? 

A.—Yes, t have cot also some trade. 

Q.— So you are mixing up banking business with your other business? 

A.—Yes. 

Q .—Do you lend money on jewels also? 

A. —No. 

Q. —Do yon lend money to agriculturists? 

A. —No. 

Q. —Have you got any reserve or sinking fund kepi apart to meet any 
unexpected contingency? 

A. —No. If such contingency comes we borrow money from the Imperial 
Dank or from our people. 

Q .—What will be your net income after meeting oil expenses P 

A.—For the last three or four years T do not get any profit at all. 

Q .—Have you got any suggestion to make to improve your business? 

A.—No. Times have become bad. Tf we give loan on security of land 
the title-deeds are defective, if we give loans on security of produce the 
price goes down. Tn every way there is loss. 

Q .—Do you want any help from the Government ior cnirying on your 
business? 

.1.—No. Only tlieir favour. 

Q. —Do not think of the past. Do you wnnt any outside help in the 
future in order to protect your interests * 

A.—We do not want any. If all these outstandings of mine are rolleeted, 
then T will gladly go awa>. 

Q. —Have you had any dull peiiod in your business career? 

A .—During the last 30 years 1 have never seen anything like the past 
three years. 

Q .—Ts it due to difficulty in recovering money or dull period due to 
slump in trade? 

A.—We don’t realise our loans at all. 

Q .—Have you stopped lending then ? 

A.—No. I now lend only to first-class clients. 

Q .—Have you any hanking account? 

A.—I have, hut T very rarely operate on it. 

Q. —Do you send your rash balances every day to the hank? 

A.—No. 

Q .—-When you lend do you issue cheques on your banker? 

A.—We do not issue cheques alwa.vs. Only when the party wants it. 

P-—Have you at any time remitted money to your community in Madras 
in times of dullness in order to earn interest? 

A.—I sent them and also when T want money 1 get from them. 

p.—From where? 

A.—From Madras, Bombay, from my native place. 

P.—So there is inter-relationship between Mnrwaris of the different 
provinces P 

A.—Yes. 


(Tho witness then withdrew. 1 ) 

The Committee adjonrned to meet again at Bellary on Thursday, the 
16th January 1930. t 
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Thursday, 16th January 1980, 
BELLARY. 


P n e s e k r : 

Mr. H. M. HoOd, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., i>h.d. 

Mr. C. Gopai.a Mekon, m.l.c. 

Diwart Bahadur B. Mcniswami Natudv, b.a., b.l., m.l.c. 
Khan Bahadur V. Hvmeed Svltajj Mabic.ub Sahib Bahadur. 


MR.Ry. Rao Sahib V. KRISHKAMA CHSTTZ Garu, B.A., BX , 

Advocate, Bellary. * 


Oral evidence. 


The Chairman : Mr. Krislmama Chetti, you belong to a banking ccm- 
munity, do yon not." 

A.—Yes. 


J .—Have you got land? 

.—Yea, 1 have about 30 acres of land. 

Q .—Your community is engaged in banking. Can you tell us anything 
about the system of the financing of agriculture here? I think a good deal 
of it is done in Bellary. Is it so? 

A.—Yea. 


P.—Particularly for cotton? 

.4.—Yea. 

P. —What are the usual terms? 

A.—Those applying to the general money-lending business. 

Q. —As 1 understand, the merchants carry on both the money-lending 
and the mercantile business. They advance to the ryots for growing their 
crops. What are the conditions? 

A.—If a man is sufficiently rich, he will take a loan between 9 and 12 
per cent. If he is not sufficiently rich and if the security is only the 
produce on the land, there are some commission merchants who advance 
money on the security or on the assurance that he would supply the produce 
and they sell the produce and take a certain percentage of the sales as 
their commission as also the interest on the wne> advanced. That is the 
usual mercantile practice here; i.e., they charge a certain commission and 
they also recover their interest. 

0.—To what class of ryots does this apply P 

A .—The middle class ryot, that is the man in ordinary circumstances. 


J .—Will he own about 10 to 15 acres of landp 
.—No, much more than that. I mean one who is in no want for the 
running of hiB household. Of course he can maintain himself. He will have 
about 40 to 50 acres. But if he is a poor man, say for instance, one 
having three or four acres of land and having no money to attend to culti¬ 
vation pu rp o s es, then the merohant of the locality, that is of the village 
where the ryot it, charges a high rate of interest. 
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Q—It comes down to this. There are practically, I take it, three 
systems, one applying to the small ryot having up to five acresj then a 
somewhat different system applies to the intermediate class having abou- 
80 acres and then we have the big ryot to whom a quite different s? stem 



Q .—Do most of the biggest ryots rely on themselves P 
A.—Yes, 

Q .—I take it that the intermediate class of ryots borrow from tho 
merchants or commission agents of Hellary P 
A.—Yes. 


Q .—At what rate of interest P 

A.—It will be the otdinary rate of interest between one rupee and one 
rupee and four annas. One rupee is the model ate interest. 

0.—Twelve per cent? 

A.—Yes. 

0.—Do the ryots mortgage their land? 

A.—They do'not mortgage their lands generally unless they are m 
straitened circumstances. 


0.—They will only execute a bond? 

A. —They usually execute a pro-note. 

Q .—The debt is advanced on the assurance that the crops will bo sold 
through them or to them? 

A .—Through them. 

0 .—And he gets a commission? 

A.—Yes on the sales. 

0.—What is the customary rate? 

A.—Between 2 and 8 per cent. 

Q .—And the loan is recovered? 

A. —Yes from the sale proceeds. The ryot gets the benefit if after 
meeting the commission and the loan with interest anything remains. 

Q .—Is it customary for each thansaction to be complete in itself or does 
the ryot generally carry on a running account with one particular indi¬ 
vidual? 

A.—It goes on as a sort of a running, account. Sometimes it closes. 
Of course if there is a balance, it goes on as a running account. 


'.—What will the ryot do if in the meantime he wants money P 
—He must go to the money-lenders and borrow at the same rate. 


'.—And the loan continues till the harvest? 
.—Yes. 


Q .—In regard to the amount of the loan does it depend upon the 
property of the ryotP 
A.—Yes. 


Q .—That depends upon the personal knowledge of the commission 
agent? 

A.—Yes. 

J .—What about the utilisation of the loan? 

.—The loan will be utilised towards the cultivation expenses. 

X .—Is there any assurance that it will be so utilised? 

.—It depends upon the man. 

S .—The merchant does not worry about it at all? 

.—No. He would have known the character of the man. 

Wouldit be reasonable to say that if he borrows Rs. 300 he may 
spend Bfc 200 on cultivation expenses and the remaining 'As. 100 on 
various other occupations P 

4—Ys*. 


p._Wonld you say that the merchant concerned makes his money 
chiefly from the money-lending sido of his btisinoss or that he makes Ins 
money out of the commission that he is able to get? 

X—1 think the net result would bo that he is not able to save any¬ 
thing as a merchant. What he may be able to got as a merchant will go 
only to meet his personal expenses and the commission that he charges 
would go to meet the e&tabl ibliment eh urges and the other expenses of his 
business, (t is only tho interest that he will have as a net income. 

Q .—it is the moncy-londing part of his business that pays? 

I.—Yes. 


I.—All this is in the hope thut there will be a good crop? 
.—Yes. 


0.—If there js not a good liarvost? 

A .—He has to wait for another good crop. 

p.—But, for the next year the ryot has te borrow again. Docs he 
borrow again on the same terms? 

A. —Yes. 

O.—How long is the money-lender prepared to go on doing that? 

A.—Until he Joses confidence in tlio individual borrowing, 
p.—About tho question of repayment at the time of the harvest, tiie 
loan is on pro-notes? 

A—Yes. 


p.—If due to the failure of clops or any other reason a man does not 
repay in time, the land will be required to be mortgaged? 

A.—Of course if the ryot is prepared to mortgage his land, 
p.—I am sure il the lund is not mortgaged, the merchant would refuse 
to udvance further. Is that not so? 

A.—It is true in some cases. 


p.—When a debt is going to lie serious, um I light in saying that it 
will generally be followed by a slump in the value of tho land itself? 

A.—Yes. 



Q .—If lie gets one good crop, he generally pays off a good many loans? 
A.—Yes. 

p.—Let us go back a bit. Advances are given sometimes in cashP 
A.—Yes. 


O .—And sometimes in grain? 

A.—Yes, but it is only in the villages. 

p.—In the case of the commission merchants ill the Bollary town who 
advance money, they generally advance in cash or in grain? 

A. —Cosh. 

0.—It is only in tho villages that grain is advanced? 

A.—Yes, it is only in the villages. There they get about three to four 
times the grain that has been advanced. 

p.—In the cases of these other merchants at Bellary do a large number 
ol them own lands? 

A.—Some of them own lands. 


P-—Is that the result of the ryots being unable to pay off their loans 
and the merchants, being,forced to buy their lands? 

A.—I do not think it is so. There may be an exception of one or two. 

Q -—Would you say that in Bellary land is passing to any extent out 
of the hands of the ryots to the hands of the commission agents? 

A.—No, unless they are forced to purchase. When the debtor is unable 
to pfcy the only alternative is for him to give his land instead of incurring 
more debts by paying interest. So he generally gives up in favour of 
Hie creditor. 

P. —Tlwm there is another agency just come, that is the co-operative 
wan and sale society. Do you consider that of any particular importance 
in regard to cotton and groundnut? 

A.—They are doing very little business, infinitesimal I should say. 



u 


merchants and the commission agents do not regard it as * 
MviMB rival r 

—Then what about the otlier class, the small ryot in the villageV Ho 
borrows from the money-tenders? 

4.—Yes. 

S .— Does he borrow partly grain and partly cush, or does he borrow 

y grain? . . 

A.—He borrows partly gram and partly cash, but chaony cash. 

O.—And he repays? 

A.*—With a high rate of interest. 

Q .—He executes pro-notes first P 
A.—Pro-notes or bonds. 

Q .—And then in course of time it will lie converted into mortgage deed? 
1.—Yes. 

Q. —Once they get into debt by getting a loan from the village money¬ 
lender is there any escape? 

A.—1 suppose there is no other alternative. The cheapest course is one 
of insolvency. 1 think that is a bane on money-lending. Mow whether 
it is a mortgage or a pro-note all the creditors get pro-rata. 

Mr. Muniswami Nayudu : How? 

A.—If it is within two years, it will be set aside, liwause tbo other 
creditors will get to know of it and will put in a petition to set it aside. 

The Chairman: About the money-lenders in the villages, do they work 
entirely on their own capital or do they also borrow? 

A.—They also borrow. 

0.—From whom? ‘ 

A.—-From the people in the big towns. 

Q. —The people who are engaged in money-lending are also mixed up 
in trade? 

A.—Yes. 

Q.—It is chiefly the Vaisya community? 

A.-r-It has passed from the Vaisya community to several other people, 
•specially to the Marweris. 

0.—The Marwaris are financing the village money-lenderP 
A.—Yes. 

O .—What is their rate of interest? 

A.—It will generally be 12 per cent. 

J .—That is entirely on personal security? 

.—Yes. 

Q .—And they pass it on to the villagers at 24 per cenlP 
A.—Very nearly 24 per cent. But this is only in the case of the poor 
ryots. 

Q .—Are the grain loans at the same rate of interest or are they at a 
higher rate of interest? 

A.—-At the same rate of interest. 

S .—The money-lenders measure the grain? 

.—Yes. 

Q .—Can you tell us about the rate of interest? Is there any tendency 
tot It to go either up or down, say during the last 20 yearsP 

A.—-It is going up on account of the facilities that are now offered l»y 
the Imperial Bank for trade and liovrowing purposes and then there are 
failures and other things connected with them. The mere inclination to 
borrow sometimes increases the rate of interest hut the necessity itself h as 
gone up very little only this year. Hitherto the rate of interest was only 
9 per cent but now it Has risen to 12 per cent here. 
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^._Wb#t about tho rates in the villages? Have they come down at 

A._No. Tn the village the rate always depends upon the rate in the 

town. 

Q .—And the co-operative societies have not affected the rates" 

A.—The lending iiy the co-operative societies is very little. The in¬ 
debtedness of the village is very high and then the co-operative societies 
are approached only by very small tenants. I mean that the loans given 
by them do not exceed Rs. 500; hut that is nothing to relieve the in¬ 
debtedness of the villager. 

Q .—Would not a loan of Rs. 500 provide for the cultivation expenses 
of 25 acres of dry land? .... 

A .—The point i» not whether it would cover the actual cultivation 
expenses only. It should also meet the family expenses. The villagers 
have to maintain themselves. It will lie sufficient it their maintenance is 
also included in the loan. 

Q .—That is assuming that there is nothing left for the ryot out of 
his last crop? 

.4,—Yes. 

Q .—Is it the general idea of the condition of tho ryots here that 
the whole of the last crop goes to the repayment of debts? 

A.—Yes. 

U .—For the next year's expenses thev have entirely to borrow!' 

A.—Yes. 


Q .—Even after paying off the crop, there is a considerable debt left 
unpaid? 

A. —Yes, in some cases, on account of the insufficiency of the rains. 
From the net yield in this district they get their bare living expenses 
even though the ryots are rich. [ have thirty acres of land m Moknd, 
supposed to be partly wet and partly dry. T get a share of Rs. 11*0 or 
so and that has to meet the kist payable to Government. 

Q .—But w'hat is that land worth? 

A.—For all calculation purposes it comes to about Rs. 10,000. 

U .—Cannot you sell it? 

A.—There is insufficiency of water and that stands in the way of rais¬ 
ing a good crop. 

Q .—If you get nothing from it you can easily sell it and invest the 
money in the Post-office savings hank? - 

A.—That would be the best suggestion. But 1 do not want to part 
with it owing to conscientious objections. 

0 .—Is there not a spring channel near it? 

A.—There is, but nobody goes there and works. 


Q .—And the ryots refuse to go and stay there and work the channel? 

A.—Yes. 

Q.—Whose business is it to clear the channel? 

A—Jt is the duty of the ayacut holders and they mainly depend upon 
the labouring classes. As regards the other landowners unless they get 
seasonal rains they cannot do anything. 

Q ■—There are no ryots then who have got lands under the channel 
system? 

A.—No. 


'.—And those lands are sublet? 
..—They are sublet by us. 


G.—Is it the tenant’s business or is it your business to lmvo the spring 
channel cleared? ® 

A.—It is the teuant’s business and ours also sometimes. But unless 
we go there and work the channel it will not lie of much use, 

! .—They do not do that? 

.—The ryots do not, 

J .—There is plenty of water? 

• ‘YeSj But sometimes it fails, Even that water has to be drawn op. 
C’—There ia plenty of water at all times P 
A.—No. Sometimes there is a failure of water also. 



J 4 i —Jt ig the same water os that supplied by the Bollary municipality P 
.—Yes, 

O .—But you have the prior claim P 

2.—No doubt we have. But that docs not interfere with the water- 
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the ryots. I think once in live years there is good ram und consequently 
a good crop. 


Q .—Aro there very good crops this year? 

A.—They say it will be about 60 to 70 per cent. 


Q .—How was it last year?_ 

A.—There was very little yield. 

Q .—Was it in some parts good and in some parts bad ? 

A.—Yes. 

U .—But generally the ryots get a good crop once in five years? 

A.—Yes. 

Q. —But when you say there is nothing left for the ryot, is it alter 
meeting the cultivation expenses there is nothing leit for his living? 

A—Yes. 

Q .—As to the sood grain do they generally reserve it or do they borrow? 

A.—Of late they do not oven reserve seed, that is for the 'ast four or 

five years. Of course they go in easily to the market and there purchaso 

it. It is only for the last four or five years that it is like that. 

Q. —Are the loan and sale societies distributing millet in Uagiri? 

A.—No. They distribute only cotton. 

Q.—They are working on millets too? 

A.—It is only to a very small extent. 

(f. —What you have been saying applies to Iho eastern part ol it und 
not to the Kanarese part of it? 

A.—No, not to the Kanarese part of it. 

Q. —The Kanarese part of it is very much belter oft? 

A.—Yes. 

O .—Is it a black cotton area? 

A.—Yes. 

Mr. Hameed Sultan Alaricuir: How arc the smaller morchauia in towns 
financed ? 

A.—They borrow from the Marwuris. 

J .—At what rate of intorest? 

.—At 12 per cent. 

O.—What is the period of the loan? 

A.—It is payable within one year, especially on the Docpavali day. 

Q .—Do they have any running accounts? 

A.—Yes. But sometimes they are repayable on the Deopavuli day 
when the accounts are closed for the year. 


—Very few of them have transactions with the bank. 

Q .—Are there big merchants in the town here? 

A.—Yes. 

Q.—What are their main businesses? 

A.—Money-lending and commission agency. 

Q -—Are there any sundry shops or anything of the sort? 

A.—No, there are not many sundry shops. 

Mr. Gopala Ale non: Do you think that there is a rush of produce for 
sale in the market at the harvest season? 

Ac-^N° doubt, in the case of groundnut there will be a rush liecau 




much of a rush unless there is a heavy demand to pay the Ocvern- 
aaent assessment and other ditties, 


s as 





79 


_What the general experience? How do they find the money for 

paving kist except hy selling their produce? , . , , 

4 ,_Hitherto there was not much of groundnut trade in these parts. 

But now groundnut is sown in plenty. But after harvest they cannot keep 
it in their houses for a long time and so liring it to the market and roauily 
sell it away. Hitherto they were growing only cotton and they used to 
borrow because the cotton crop comes in alxiut April and May and then 
they have to borrow front the money-lender at a high rate of interest. 
But now the groundnut season has helped them very much, because they 
get the groundnut crop at a much earlier period, say in Desemlier and 
January and when they sow the groundnut crop there is no necessity to 
borrow so much. 

Q .—What f want to know is whether the ryot is getting a reasonable 
return by selling the produce like groundnut or cotton immediately alter 
harvest. ’ * 

4.—Yes. 


Q .—Is he able to find a good market? 

A. —Yes. 

Q .—And you do not find any scarcity afterwards and consequently a 
rise in the price P 
A. —Yes. 

Q .—That also von have experienced? 

A. —Yes. 


Q .—What is the proportion of the land coming under commercial crops 
a* compared with the land for growing food grains in these parts? 

A .—T have no personal experience myself but T am told that the major 
portion is under the commercial crops such ns groundnut especially and 
not under food grains. 

0 .—You told in answer to a question from the Chairman that the large.r 
landholder is able to keep back his produce without much financial help 
from outside and it is only the smaller ryots that sell immediately after 
the harvest? 

.4.—Excent in the case of the food grains, even the larger landholders 
sell away the commercial crops immediately after harvest. 

0 ■—Do yon then find a steady price ruling in the market for these 
products or do you find that the price is low soon after the harvest is 
over with a vise in the pr'ce later on? 

4.—It all depends on the foreign market, for cotton and groundnut, 
especially so for groundnut. 

Q -—To some extent it depends on tlft* agencies that exist for holdings 
the produce against a better market. Ts it not? 

4 .—Yes. 


Q— -What. T want to know is_ whether the people who raise these crops 
are able to hold it on and obtain a reasonable price throughout the ngti- 
rultnral season? 

4.—Pew of the ryots do like that. But, the majority bring i* to the 
market and there soli it. But those wlio have pot facilities in the hanks 
go on storing groundnut. But it is onlv very few who do so and have got 
some credit with the banks like the Imperial Bank. Otherwise it is not 
the practice for them to store. 

9 .—Can von tell me whnt are the financial agencies that advance money 
on the stock for holding back the sale of the produce till a favourable 
market is obtained? 

4.—It is only tlie Imperial Bank. 

Q -—Are there any other agencies? 

4.--No. 


0 .—Are there no private money-lenders who 
4.—They do to a very little extent. 


attend to this? 


0 .—Ts there any branch of n joint-stock hank here 9 
A. —There is nono. 


sort of financing it. mostly done by the Imperial Bank? 
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0/-~l)o you tli ink that if public warehouses are brought into existence, 


I i noT-' 


hotter price? 

■ it.—-Really tliat would lie very useful. 

Q .~-Then the question will lie which are the Agencies that will have to 
be entrusted with the work »ud resiioimihilitv of running these warehouses? 

A.— We hare loan and sale societies. Of course, they have to olrtum 
unction from the co-operative hank at Hospet which will require some 
time. To stock it they require godowns. That will make them hesitate 
in regard to starting this. Of course there will lie delay in payment to 
the ryots and the agency is in itself in an initial stage. 

Q. —You mean that at present to some extent it is being done by the 
loan and sale society? 

A .—Yes to a very slight extent. 

Q. —There is one in Bellnry too? 

4.—Yes. That is restricted only to the members of the co-operative 
societies. 

Q .—Apart from the loan and sale society can you think of any other 
agency to which the warehouse system could lie entrusted? This forms 
part of our enquiry to find out the agencies for running warehouses. 

A .—A separate agency has to lie started, I suppose 

Q .—Are there any decorticating mills for groundnut? 

A. —Yes, there are several. 

p.—Do you think such agencies could lie entrusted with the work of 
running or supervising the warehouses? 

.4.—Yes. 

Q .—Are there mills or refineries here? 

A. —No. Except decorticators and cotton gins T do not think that 

there are any. 

Q .—Do you think it could lie done by private lironsing system? 

A. —I think so. 

Q .—The railway companies can also nfford facilities for warehousing? 

A. —Yes. 

Q .—You told, the Chairman that the commission agents or dnlnls as 
they are called in these parts do the operations of selling the produce? 

A.—Yes. 

Q .— Do you find that by selling their produce through the dalals Iho 
producers are able to get their full share of the price? 

A.—Yes. 9 

Q .—So you think that these dalals are an essential element of the 
market? 

A.—Yes, they are an -essential element of the market. 

p.—You do not think that in any way the operations of the dalals are 
piojudicial to the interest of the producers? 

A.—I do not think they are prejudicial, because they advance for that 
produce as soon as they get it and when the ryot wants to sell it they 
Bell it. Of course it is left to the discretion of the ryot to sell it when 
he pleases. 

p.—What is your experience with regavd to the organization of the 
cotton market? Do the loan and salo societies attend to the sale t»f cot¬ 
ton or i« there any other agency or organization through which cotton 
is sold ? 

A.—There is no organization other than the loan and sale society. 

P-—Do you know anything alxrut the cotton market in Berar? 

A.—I do not know. 

Q .—Ate there any Multanis and Marwnris who finanoe the internal 
trade? 

A.—The whole town mainly depends upon the Marwaris for the internal 
trade. 

0. —I« there a large number of then*? 

4r- 
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0 ,—What is the rate at which they finance the ordinary trader or the 
rroduoer p 

A.—I hare already told you that it is between 12 per cent and 15 per 
cent, 


Q .—Do they transmit money from ono place to another by means of 
discounting hundis P 

A .—It is only in the case of big towns like Bombay, Madras or Cud- 
dapah where they hare got their own agencies that they discount the bills. 


Q .—Is that merely in the case of the import trade or does it apply to 
the case of articles sent out from here? 

A .—For both. 

S i.—Is there much trade done with Bombay and Madras by sending out 
ace from here and drawing bills on those centres? 

A .—To a rery little extent it is being done. 


Q .—What are the chief articles of export irom this town? 

A .—Cotton and cotton seed to a very little extent, because the major 
portion is paid for here only by the foreign merchants. For instance, 
Rally Bros., and other firms pay the money here. 

Q .—So the exporters come and buy on the spot? 

I.—Yes. 


Q .—We are talking about cotton and groundnut. But apart from these 
there must he smaller articles either in the form of manufactured articles 
or agricultural produce being sent out from here? 

A .—Very little is exported. 

0.—I suppose this is a place noted for making blankets and cumblies? 
I.—Yes. 


'Q .—Do they export much of it from hereP 
A .—Not much. 

0.—How do they get their articles ol import? Do they get them from 
Madras or from Bombay P 
A.—From both places. 

Q .—Is it done through their commission agents in those places or do 
their agents go to Bombay, and Madras and there make the purchase? 

A. —They go to Bombay or Madras and make the purchase. 


Q .—How do they pay for those goods? 

A.—They will hare some commission agent there. 

Q .—Do you mean these merchants? 

A.—Yes. They will have some commission agent in Bombay nhc will 
give them some credit. 

0.—Are they Multania and Marwaris? 

A.—They are Marwaris. 


Q .—You think that the rate chnrged by the Marwaris is between 12 
and 15 per cent? 

A.—Yes, locally. 

Q .—That applies for the financing of trade also? When they advance 
money for trade purposes, they charge the same rate I suppose. 

A.—Of course they charge the same rate here. But when the purchase ' 
is made in Bombay, they charge generally from 9 to 12 per cent, because 
they get about 2 per cent commission. 

J .—That is the commission agent? 

.—Yes. 

Q .—He charges 9 to 12 per cent? 

A.—Yes. 


<j .~So the local Marwaris are not lending for the pnrpose of purebap- 
Wg. in Bombay or in Madras? 
i.-^fo, 


9.—Do you think that the opening of the brandies of the joint-stock 
Government help or independently would ease down 
traders^here rest ? ^ ou,d lt not *° «ome extent be more useful fo the 
A -—Surdy it will be of immense help. 


11 
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Q, —Do you find any competition between the co-operative societies and 
the other money-lending institutions here? 

A.—There is not much competition. 

! .—In the matter ol bringing down the interest? 

There is not much of it because the individuals who borrow from 
the co-operative societies are quite different from the merchants who atw 
not in favour of getting from the co-operative societies. 

Afr. Thom a*: I suppose you are acquainted with the cotton business? 
A .—I know about cotton business to a very limited extent. 


Q. —With what other lines of business are you in touch P 

A.—Of course I am aware of all the business. Personally 1 have no 
business in cotton or any other. But f know some of the merdinnfs. 

jj.—Perhaps money-lending is best known to you? 

-Yes. 

Q .—I should like to know if there is any relation lietween the ryot and 
the money-lender in regard to the supply of seeds? 

A.—Of course, the money-lender does not supply the seed bore. 

0.—Who supplies it, then? 

A'.—It is purchased in the market. 

-In the villages, too? 

-The money-lender supplies it. 

A.—Is it true that in the villages the money-lenders who supply seed 
get 50 per cent more at the time of repayment? 

A.—It is sometimes true. But the money-lenders got even more, say 
three or four times the grain that was supplied. 

Q. —Is it compulsory that the ryot should sell the produce only to the 
money-lender who lent him money? 

A.—There is no such compulsion except when grain has lieen lent, and 
if the ryot has to pay during that season he has to pay the full produce. 

Q. —It has to be paid in produce? 

A.—Yes, from the actual produce on his land. 

?.—And not the amount P 

..—Unless he has taken the loan on interest, the ryot has to pay in 
produce. 

Q. —Generally the contract entered into lietween the ryot and the 
money-lender is to the effect that the produce should be given to the 
money-lender. Is it not so? 

A.—Yes. It is held in the name of the ryot by the merchant and then 
it is sold and credited to the ryot. 

.—So it amounts to a compulsion practically? 

.—It is not a compulsion. 

Q -—Would it be sufficient if he sells the produce and gives the money 
to the dalal? 

A.—Sometimes this is also done. But since the ryot has got faith in 
the-money-lender he will allow him to sell in the open market and pay him 
the balance after deducting the loan amount and the interest the money¬ 
lender is entitled to. 

* 

Q. —In the largest number of cases the produce goes to the money- 
lender? 

d-.—Generally the money-lender is entrusted with the produce. This 
is only in the villages. 

! .—What about the practice in the towns P 

.—Unless there is a contract to that effect, the produce would not 
pe deposited with the money-lender. It all depends upon whether the 
money is advanced by the money-lender for getting the goods into his 
custody or not. 

$•—A large number of transactions in the town do not involve the 
giving of produoe to the money-lenders P 
A.—No. 



Q .—They are paid in money? 

2 .—Yes, except in the ease of the commission agent. 

Q' _i do not speak of tho money-lender alone. What docs the commis¬ 

sion agent do? 

A.—He gets the crop. 

Q .—Then that is really compulsory P 

A. —Yes, because they have to get their commission. 

Q ,—That is an important point because I find that in certain reports 
published by the Indian Central Cotton Committee, it is not so stated. 
Generally the produce is not sold in tho open market? 

A. —No. Generally money is advanced for the purposes of cultivation 
and when the season comes they have to send all their produce to the 
commission agents. 

Q.—Can you telU me the total charges that have to be paid by the 
producer on the produce he gives to the dalal? What is the commission 
that he has to pay? 

.4.—Between 2 and 3 per cent. 


Q .—I find that according to the report of our investigator that it is 
six pies per rupee. Is that correct? 

A. —Yes, it comes to 3 per cent. Generally it is 3 per cent, but if thcro 
is competition between two traders then it comes down to 2 per vent. 

Q .—I think you said in reply to Mr. Gopala Menon that dulals are 
necessary ? 

A .—They are quite necessary because they advance money and an ait 
a favourable market. 


Q .—Is it not possible to reduce their influence by putting the produce 
to auction as is done in ‘ regular ’ markets in Bernr and in other places? 

A.—If the market is uniavourable what is the use of it? If theie 
is any warehouse as my friend suggested wherein they could deposit their 
produce and get an advance and thus wait for a favourable market for 
them to sell their produce, it would ho very well. 

Q .—Those who have warehouses could bid at the auctions r.ud a rea¬ 
sonable price will be fixed up? 

A.—Yes. 

Q .—That is being done in certain places with regard to rubber and tea 
and in Berar in regard to cotton. That would lie a better arrangement, 
is it notP 

A.—It would lie, but it all depends upon the favourableness of the market 
I do not quite follow what the function of the warehouse that was referred 
to is. Is it to lie a purchasing or a stocking firm? I am speaking of 
it in the sense that it would receive the goods from the ryots, advance 
moneys to them and enable them to wait lor a favourable market. 


Q .—Will it not he better to adopt the ‘ regular market ’ system where¬ 
by the whole stock will be put to auction in open market, the dalal 
becoming a regular broker looking after the interests of the seller? 

A. —Yes. 

Q .—Would it be a better thing to adopt P 
A.—It is being done now like that. 

Q. —Is cotton being auctioned P 

A.—The merchants meet and fix the price. 

Q. —But that is not the way in a ‘ regular ’ market. But anyway, an 
improvement is quite necessary, is it notP 
A. —Yea. 

Q .—To what caste do the principal money-lenders of this town belong? 
A.—The Marwaris are now the principal money-lenders. * 

Q.— You spoke of the rate of interest going up. What is the cause of 
that nseP 

A. —It is due to the several losses and failures in trade. 

,. Q‘— What do you mean by the failures? Has there been recently aav 
biff failures P 

A.— -There is now a panic ip Bellary. 
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0.—What is the cause of thatP , . , , ,, . 

A,—cause of »it is some people begin to do business beyond tlieir 
m e a ns because there is the financing element in the market. They store 
up the grain, 'borrow money from the money-lenders or the Imperial Bank , 
and then towards the end find themselves faced with a huge loss. 

O.—Whom do you refer to as ‘they’? Are they the merchantsP 

A.—Yes. Consequently, in order to meet their losses they have to 
borrow at a very high rate of interest. 

O.—Is the panic you referred to due to the mistake of the merchants P 
I.— Yes. 

Q ,— go the money-lenders are demanding a high rate of interestP 

A.—Yes. 

O,—Has there recently been a good many failures heroP 

A.—About half a dozen. 


O .—To what caste do those merchants IxitongP 

A.—They belong to all castes. Some aro Muhammadan^ some are Vaisyus 
and some are Lingayats. 

Q .—What class of firms have failed? 

A.—The commission agents. 


Q .—Not the Marwari money-lending firmsP 

A.—The Marwari money-lenders will not fail! They might bo losers but 
they will never fail. 

Q .—If I remember right you just now spoko of the money-lenders 
failing P 

A.—I spoko only of tho increased rate of interest charged by tho money¬ 
lenders. But it is tho merchants, some of whom have failed in their 
business. 


'.—Not money-lenders P 
—No. 


Q .—Have the Marwaris and other merchants recently increased their 
rates? 

A.—Very recently they have made an agreement not to lend at less 
than 12 per cent. 

Q .—Could not tho Imperial Bunk influence their rate? 

A.—No. 

Q -—I think you said in reply to the Chairman that your outturn from 
the nolding of 30 acres is an insignificant sum? 

A.—Yes. 


Q -—By .investigations in this district it has been found that the 

average net yield per acre is about Rs. 15? 

A.—It is not true. I do not think it is correct. If it is Rs. 15 per 
acre I do not think that there will be any indebtedness at all in tha 
district. 


Q .—I will just give you an idea of the investigation conducted in a 
particular village for a holding of about five acres, of which three acres 
were cultivated with groundnut and the remainder with cholam. From 
groundnuts the ryot received 90 maunds and from cholam ten kodagas and 
thiu lie got about Rs. 165 from five acres. The cultivation expenses came 
to Rs. 87 and the taxes to Rs. 6, the total coming to Rs. 93. Is that not 
typical and reasonable? 

. A.—I do not think it is quite typical. The investigator must hare 
picked up a very good field. 

What is the lease amount in this district for an acre of dry land? 

A.—It ranges between Rs. 3 and Rs. 7. 


Q .—Would it be right to 
A. —I might say between 


put it between Rs. 5 and Rs. 10? 
Rs. 3 and Rs. 7. 
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Q .—Surely if what you told us about your own holdings were true of 
other holdings as well it would not be possible for the tenants to give 
Be. 5 to Rs. 10 per acre? 

A.—Tee, it is not possible. They can pay Rs. 3 to Rs. 6 per acre. 
Only in exceptional cases when the lands are close to tho village and when 
they have been manured properly and the season is fair is it possible to pay 
Rs. 10 per acre. 

Q .—How can the tenant afford to pay Rs. 5 to Rs. 10 unless the gross 
yield is higher than that? 

A .—The gross yield per acre in a good season will be from Rs. 15 to 
Rs. 20. Sometimes if the groundnut is sown there will Ire higher yield, 
and the market price goes up; then his income will 1>e greater. 

Q.—After paying cultivation expenses, will there be a net profit of 
Rs. 15 per acre ? 4 

A .— If it is purely cultivation expenses. 

Q .—Do many ryots cultivato groundnut? 

A.—They have l>egun to grow groundnut only recently. In alternate 
years they grow cotton and choluni. 

Q .—Have you studied the cunibli industry of this place? Do you find 
the industry at present decaying? 

A .—I have not studied it speciully, but I think it is decaying, but 
1 have no exact idea. Hitherto it was mostly exported to Ceylon, but 
now 1 hear that the quantity exported is very little. 


Q ,—I find according to a Government report that supplies are now 
sent to other parts of India like Madras, Nilgiris, to the Tea Estates in 
Assam, etc. Have you any information about it? 

A .—I have no idea. 

Mr. Muniswami Ka'tdii : Who is the person who loads inonoy for the 
ryots’ necessities? 

A .—It is the local banker. 

Q.—What caste does he belong to? 

A.—Generally the Vaisya merchant or in his absence the Keddix. and 
the Kapus in the eastern part and some Lingayats in the western part. 

G.—Do these Vaisyas also own land in the villageP 

A.—To a very little extent. They are merely bankers. 

<J .—But tho Reddis and Kapus own landP 

A.—Yes. 

Q .—And some of them are landless also? 

A.—Yes. 

Q .—Do you find the Multauis and the Marwaris taking a part in financ¬ 
ing agricultural credit in your district? 

A.—No, not at least in the villages. They are found only ip the princi¬ 
pal towns. 


'.—Have co-operative societies been started in the district ? 

—Thero are several in existence and many are being started. 

!.—Are you connected with the co-operative movement? 

..—Yes. 


0.—In what capacity? 

A.—I was secretary of the local bank and also secretary of the local 
union for some time and I am now the president of the co-operative building 
society. 

Q .—What generally are tho rates of interest charged by these Vaisyas 
mud other money-lenders in the villages? 

A.—From 12 to 15 per cent. 

Q .—Is mortgage of land freely resorted to for loans advanced? 

A.—Yes. 


Q.-f What do you think is the proportion of mortgage deeds as against 
pro-note debts m an ordinary villager 
A.—Most loans are on mortgages. 


ij .—Are there stay stipulations regarding penal interest if the amount 
ia pet repaid in a particular time ? 

A. —Generally no. In exceptional coses tlie penalty clause is put in 
and that is only just to induce the borrower to repay quicker and at the 
agreed time. 

Q .—What is the geueral tendency for a man who contracts a loan? Is 
his tendency to repay it as quickly as possible and prevent increasing 
indebtedness or otherwise P 

A. —Certainly to repay os quickly as possible. 

J .—So do you think that generally the ryot eon repay all his loans? 

.—Yes, if the rains are sufficient. 

Q .—His debts are not beyond his capacity to repay? 

I.—No. 

Q .—Do you think these rates of 1*5 to 24 per cent interest operate 
heavily with regard to the repaying capacity of the borrowing ryot? 

A. —Twelve to 15 per cent is not much, but 24 per cent seems to bo 
very heavy. 

Q. —Is there any diifereuce us regards short-term loans as distinguished 
from loons for long terms taken with a view to clear existing prior debts? 
A.— No. 

Q .—Do you think in the ordinary villages in Bellary, leaving apart 
the towns, there is sufficient capital with the money-lenders and the 
Vaisyas to finance the general needs of the local agriculturists? 

A. —No. 


Q. —Then do you suggest that the \ illagors go to borrow from others 
than the local so wears? 

A.— Surely. 

Q. —Is it that the villagers themselves go or the suwears who finance 
them go and get from other sowcars in the towns? 

A. —It is the sowcars who go and get the money. 

Q. —Has the sowcar facilities for credit to finance him for the purposes 
of lending in the villages? 

A. —There is not much credit facility, that is the difficulty. 

Q. —Is there co-operation between the local sow cars and the principal 
financiers in the towns? 

A. —Only to a very limited extent. 

Q —At what rate do these village financiers borrow in the towns* 

A.—If they borrow at 12 per cent they lend it at 18 per cent. They 
keep a margin of four to eight annas. 

Q. —Do you consider these sowcars as harsh or do they serve any useful 
purpose in the village economy? 

A.—They are not so hard as is generally thought. 

Q. —Is there a demand in the villages to have some other kind of agency 
to finance them than the sowcar or the Vaisya merchants or money-lenders ? 

A. —There is no demand and none do exist. 


Q -—What about repayment of loans? Are lands passing into the hands 
of persons who lend money or are the loans being repaid. What is the 
general tendency during the last ten years? 

A.—In some instances the lands might have passed into the hands of 
Hie lenders. But the banker is not anxious to go in for land. What' he 
wants only is interest in cash. 

J .—You ore a vakil also? 

—Yes. 


O.—What has been your experience of court sales? Have lands been 
flpv far mw prices r 

A .—Generally the prices obtained are low and inadequate. 
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f ,—What do you think is the reason P 
—Tne reason is that the court sales are held before the court and 
away from the site of the lands and from the Tillage. The ryots who 
want to bid have to incur so much of expense in going to the court and 
bid at the auction. If the sales are held in the village where the lands are 
situated then the prices obtained will be fair. 

Q ,—You told us that co-operative societies are increasing. What is 
the rate at which they lend to the ry°tP , 

A .—Between 8 and 9 per cent. 

E .—Is not repayment to be made punctually once in a yearP 
.—Yes, at the time of the harvest, once in a year. 


Q ,— What has been your experience regarding repayments? Have they 
been punctual and are there much overduesP 

A .—There are large overdues, but it is mainly due to inefficient manage¬ 
ment and inexperience of the officials. 

Q .—Have the seasons also contributed in any way towards the over¬ 
duesP 

A .—I do not think that bad seasons have contributed in any way 
because the loan amounts are very small. In my opinion the contributory 
thing is inefficient management. 

<j).—If the executive of the society are very vigilent and do their duty 
efficiently you do not expect any overduesP 

A .—T do not expect a pie of overdues. 

Q .—Tn cases where co-operative societies exist has there been a ten¬ 
dency for the rates charged by them to come down? 

A. —No. The co-operative societies lend only small sums and 

their loans are small compared with the indebtedness of the village. 


Q .—So you say that if a ryot is indebted, only for a very small amount 
he is able to get credit for from the co-operative society and for the balance 
lie lias to depend on the viHnge money-lender? Wliat remedy do yon 
suggest P 

A. —Yes. My remedy is that larger loans ought to lie given if there 
is good security. 


Q .—What is the maximum Itorrowing power for an individual hereP 
A .—About Us. ■ r >00 in this district, or eight times the paid-up share 
capital. 


Q .—You told us that in spite of the co-operative societies the rates of 
interest charged by the money-lenders are the same as before. Could you 
suggest any method hy which the rale of interest could be brought lower P 
A .—I think land mortgage banks can be started in a central place in 
each district. 


Q .—Do you suggest that the maximum borrowing power in the ease 
of a co-operative society lie raised or left as it is? 

A.—It can be loft as it is in the villages with a separate scheme for 
urban areas. 


Q -—So far as the ordinarv co-operative society is concerned you do 
not advocate an increase in the borrowing power of the members? 

A.—It might lie increased to Rs. 2,000 or Rs. 3.000. In bigger centres 
the borrowing powev may even be fixed at Rs. 5,000. 

Q .—Do you advocate the opening of land mortgage banks? 

A.—Yes. 


Q .—How will it help the ryotP 

A .—Ho could borrow upon the security of land and at a lower rate 
of interest, repayable in small instalments over a long period of years. 

x say t'bat Bellary is one of those regions where you do not 

have sufficient rainfall and a larger proportion of bad years succeed good 
i£ B • ® lr 5Umstances how can you expect punctual repayments? 
taVavi ST?? 1B v • y ® ars loan ? be renaid punctually. Now the 
nf are ,^ em K ^epsid regularly and similarly the loan instalments 

p? une i&m mortgage hanks can be repaid punctually and regularly. 
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O,_Do not the oo-operative society charge a penal rate of interest it 

the amount is not repaid on the duo dateP 

A.— Yes. They charge 12* per cent interest. 

q _D 0 the village money-lenders wait for good seasons to collect the 

loans advanced in bad yearsP ... 

A.—They do their best to collect the amount during that year itaelf. 


Q .—Do they charge any penal interest t 
A.—Generally no. 

q. _What will you consider to be an ordinary economic holding, i.e., 

a holding which will enable a cultivator to live with his family with some 
degree of comfort P 

A .—About ten acres of dry land. 

Mr. Thomas: What will lie its annual income P 
A.—About Rs. 120. 


Mr. Munimeami Naidu: In an ordinary village how many out of 100 
persons will have more than or as much as 10 acres of landP 
A.—About 60 per cent. 

Q .—What do you consider to he the average indebtedness of these 
tenants P 

A.-r-On the average about Rs. 100. 


Q .—Do people take to the extravagant habit of Bpending money on 
marriages P 

A.—I do not think so. 

©.—You referred to insolvency proceedings. Is it being largely resort¬ 
ed to in the villages? 

A.—Yes, by the villagers nowadays. 

Q .—Is it a growing evil now or lias it been in existence for a liunilier 
of years P 

A.—It is only growing now. 


©.—Is it that they are not able to repay the loans or is it duo to a 
mischievous intention to defraud others? 

A .—It is not due to a mischievous intention to defraud others but in¬ 
ability to repay the loans. 


Q .—You told us that people do not indulge in extravagant luxuries 
and expenditure on marriages, etc. You told us that the average holding 
of ten acres will normally support an agriculturist’s family. You told as 
also that bis debt is only Rs. 100 on the average and that be is capable 
of repaying it. Then how is it that insolvencies have become more 
frequent P 

A.—The ordinarv rvot keeping to his occupation does not resort to 
insolvency. It is only those who take to speculative trading that do deviate 
insolvency. 


0.—Do people take to improvements of land by sinking wellsP 

A.—There is not much of well cultivation here. Tf the Oovomment 
leads the wav bv wiving expert, ndvice and conducting experiments In 
digging and so on then well cultivation can lie increased to a great extent. 

0.—Is there scope for digging wells hereP 

A.—There is much scope for digging wells in Hagari borders o y ’ well as 
in Rayadrug taluk. 

The Chairman: _ You are having experimental survey of water-supply 
underground in this district. Have you come in personal touch with any 
such experiment? 

A. —I have seen experimental borings made. 


©.—Is 
'A.—I i 


tiie water obtained sufficient P 
do not think it is sufficient for cultivation purposes. 

■©.—sA» there any other improvements which the agriculturists taka 
te.in respect of their lands of a capital nature? 

, d.—-In this taluk practically nil. Bot on the banks of the Hagari 
river the ryots dig wells and carry on cultivation. 
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q _go there is not much scope for Laud Improvement Loans Act here 

apart from digging wells P 

A.—There is not much scope. 

g .—Do people cultivate their owu land here generally or do they lease 
their land out for cultivation by others? 

A .—They cultivate their own lands except the inam lands belonging 
to the Brahmans which arc generally leased out to others for cultivation. 

0 ,—Is there migration of labour from this district? 

A.—There was just some two years ago, but now there is not much. 

Mr. Thomat: Where do they go toP 

A. —They went to Assam Tea Estates. There was one depot here also 
but it is closed now. 

Mr. Munineami Nayudu: which is the sort of people who migrate? Is 
it the landless labourers or those who owned land formerly but who have not 
got lands now? 

A. —It is the landless class, the poor labourers. 

Q .—In the villages are there any other by-industries to enable the 
agriculturists to supplement their income? 

A. —Except weaving and spinning T do not think there are any. 

Q .—What about the cuinbli industry? 

A.—Only in some parts of Rayadrug and Harpanahalli taluks, also in 
some parts near Kudithani. 

Q .—Do you know how the produce is marketed and the facilities for 
marketingP . 

A. —There is no facility except that each individual has his own mer¬ 
chant to whom the produce is taken. 

Q .—Is it the rase that the merchant from the town goes to the culti¬ 
vator to buy the produce or that the cultivator goes and sells it to the 
merchant ? 

A.—Tf the ryot is a very poor man he sells his produce locally or if the 
ryot has got more produce he takes it to the town and sells it. 

Q .—So there are two ways? 

A.—Yes.. 

Q .—Do you think that there is csope for co-operative societies which 
will deal with the produce of these poor ryots, gather and sell it at the 
best market P 

A.—T think that co-operative societies efficiently mannged and with n 
Iwtter organisation can help the ryot a good deal. 

Q .—Is the present financing done by co-operative societies adequate? 

A.—Some facilities are granted but' not enough. 


Q .—The Imperial Bank had been giving overdraft to the central banks. 
There has recently been a change. Are you aware of that change? Do 
you consider that change a hardship P 

A.—Really it is a hardship. Tf they do not give credit to the society 
or the hank, then it is a hardship. Ready money is what is wanted. 

J ,—What is it that the Imperial Bank wants now? 

.—They want some security. 

Q .—Do you find that the village Reddis are the influential people tak¬ 
ing part in the co-operative societies in places where they are startedf 
A.—In some cases it is so. 


Q.— -Do they deposit also in the co-operative societies? 

A.—So far as T am aware the deposits are being taken in the town 
hank. 


i 


.—Not in rural societies? 

•No. The system has y>t advanced mnch 


yet been created. 


nnd good faith has not 


<?.—Now, suppose a land mortgage bank is started here. Do you think 
that sufficient capital will flow in by way of debentures? 

* •—Surely it will flow in if there ia Government guarantee. 

12 
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i —What is the guarantee that you expect of the Government? 

—The Government should guarantee the repayment of the loan or 
the payment of the interest, 

“Q .—I think the Government recently undertook to give a guarantee 
of 0 per cent interest on all debentures taken within a period of five 
years to help as much as possible the capital to flow in. Do you think 
with that guarantee a sufficient amount will flow in from a district like 
yours? 

A.—Yes. 

J .—For 6 per cent interest? 

.—Yee. 

Q.—Do yon contemplate the possibility of the elimination of the vil- 
lage capitalists, the Vaisyas and the landlords in course of time by tlie 
number of co-operative societies being increased and the land mortgage 
bank coming into existence? 

A.-—Surely they will be affected to a very great extent. 

Mr. Thomas: Is it in the interests of the community that you should 
reduce the number of the indigenous money-lenders? 

A.—Yee. 

Q.—Is it not rather better to leave them alone and make them more 
serviceable to the community? *■ 

A.—They will surely be serviceable to the community in cases of need 
by making‘use of their capital for some other purposes. 


Mr. Mvniswami Nayudu: The money-lending classes are mostly Vaisyas P 

A.—Yes. 

Q .—Do you think they will subject themselves to any sort of control 
by the Government in return for any help that the Government may offet 
them? Do you think that they would like being registered ns money¬ 
lenders and subjected to periodical inspections? 

A.—Oh, yes. 

Q .—They would welcome a proposal of this sortP 

A.—Yes. 


Mr. Thomas-. Do you speak also for the Marwari money-lenders in this 
matter P 

A.—Yes. All will agree provided the scheme is successfully worked. 

Mr. Muniswami Nayudu: With regard to the recovery of loans by the 
private money-lenders, have you any suggestions to moke for the easy 
recovery of the loans? Do you not think that the present system of 
recovery is retarding their enthusiasm to lend money? 

A.—As a vakil I must say that they are embarrassed to a very great 
extent on account of the Insolvency Act. 

Q .—But does it take a long time to roeover the debt through courts? 

A. — If the debt is on pro-notes and bonds, it does not requtio much 
time ; If it is on mortgage bonds, it is a very tortuous procedure and 
it will take a long time, even a number of years before anything could be 
had. * 

Q —But have you any suggestions to simplify the procedure and to 
make it possible for the money-lender to recover quickly? 

A.—I do not think I have got any suggestions to make. It all depends 
upon the men themselves. In some cases they are able to recover quickly. 

Mr. Thomas: From your experience can you tell us what proportion 
of the mortgages result in sale of lands? 

A.— I think it it only in a very few cases. Generally the debtor pav* 

Up. 

! .—So there is no neoessity to go to opart in many coses? 

.—They go to court. But it is only about 2 to S per cent that go to 
court. 

—In the other oases? 

.—-The majority of the ryots pay up their debts. 



q . _Have not the failure of crops and want of tuuds Jed to a iol of 

m ° T /^^^ven alter the lands are mortgaged, from the produce ia good 
oon fl" m the debts will be cleared. 

(i_ig there a tendency for the lands to pass from the ryots to the 

professional people such as the lawyers, the teachers and others who 

live in towns} 1 . , 

A, _flo such idea exists in their minds. Ihoy have no mind to acquire 

the lands. 

Q' —Dq the money-lenders prefer to have money or to have the laud i 

A. —They prefer to have fluid money. 

Q .—They would rather not have the land and make somebody else buy 
it? 

A. —Yes. The money-lender wants to be rich by means of lending 
money, and so he wants fluid money with him. 

Q .—You were speaking of laxity in collection in the co-operative socie¬ 
ties. Is it more the case with long-term loans than with the short-term 
lo ans P 

A. —The question is not one of long-term or shoit-tenn loans. The col¬ 
lections are not vigilantly made. The tendency of the treasurer, the 
secretary and the president would be to allow the debtor to continue not 
to pay because of many influences. 

Q .—Is the disinclination due to the bad quality of the land in the 
district or is it due to the fact that they' do not want vo own any land? 

A. —They do not want to own land. That is all- They want to be 
xiurely money-lenders. 

Q.—Is it more and more paying to lie solely u money-lenderP 
A.—It is because they are accustomed to that line of business. 

-You are the President of a building society P 
-Yes. 

i. —What is the nature of the work you are doing? 

L.—Wo get a loan from the Government. Four timos the share capi¬ 
tal is obtained as loan from tbe Government. All this amount is lent 
to the members for building houses or other buildings, and the buildings 
are. registered in the name of the society and the collection is made either 
by monthly instalments or yearly instalments. 

—In how many years is the payment made? 

-20 years. 

*.—How many have borrowed from your society P 


t 

t 


t 


Q.—Have they been regular ill their payments P 

i.—Yes, because they know full well that no time would be given to 
them. 

0.—Are these professional people living in the town? 

A.—I do not think that there is any professional man. 

Q.—What classes of people are they? 

A.—Clerks. 


granted 
‘e are 


'.—Are they Government servants? 

..—Yes. There are also some landholders. 

J *—Is there a great demand for such house building loans? 

—There is a great demand. We have got now the full loan 
and there is plenty of soope for further extension of such loans. 1 
Hurt waiting to Bee the present loans to be cleared. 

9‘—** why you are not giving any more loans? 

. I’ke Chairman: With reference to the co-operative loan vou si it nested 
**retary and the president of the society do not press the 
members to repay. Whet is the reason for their not pressing? 

**£-■because they are interested in the borrowers. For some reason 
or other they do not want to press them for repayment of the loan. 


. —They are under a misguided idea that they are helping them by 

net forcing them to pay? 

,1.—Tee. The unions also are not functioning properly. 

WhyP , . 

J.—Because the office-bearers are not paid their travelling allowance 
and their batta. Why should they do honorary work? 

Q .—The union pays for the supervisor? 

. 4 . —Tec, but the pay is very little and he has no control over the office¬ 
bearers of the society. There is no use of having such a supervision. 

Q .—What is he paid? 

A. —Rs. 30. But the Reddi who is generally the Secretary or the 
President is all powerful, and would never be amenable to the supervisor. 
But he certainly feeds him very well aud then sends him away. I think 
that to supervise these societies you should have a man of the grade of 
an inspector. 

.—Do you know that the Inspector is paid only Rs. 401’ 

.—But then he has got the credit of the Government behind him. 

Q .—Your point is not quite clear. 1 do not understand why in this area 
they do not repay and why in other areas they do? 

4.—Most ot the people here are illiterate. The first thing :s thut 
illiteracy is prevailing to a large extent in this district, especially in the 
Ceded districts it is so. The people do not know their responsibility and 
the low-paid supervisor when he goes to the village cannot control the 
Secretary or the President who will In* all powerful. Tf only a man of 
the Inspector’s grade coming from the co-«|>erntive office were to go and 
supervise, then surely every pie will bo collected. What is the meaning 
ot all Government loans being collected while this is not colloctedP All 
the revenue is collected by on ordinary petty karnam. They pay other 
money-lenders also. 

Q. —If you press them to repay the co-operative societies, do they borrow 
from the sowcars? 

.4.—I do not think that there is any such necessity to borrow from 
the sowcars for all these small sums. 

Q .—The repayment is at the time of the hurrest? 

i.—Yes. They are generally looking forward to 
repayment is only after the harvest. 


tlic (rep and tlie 


Q .—In May and June T think there is a very light demand? 

A. —Yes. April and May would be the proper time here, and in some 
other places like Adoni it will be about December and January. The dates 
have to be varied according to the needs of the country. 

4J.—Have you any idea of what amount is overdue on takavi loans? 

A .—I have no idea. But one thing 1 can say and that is that they 
are collected unless the collections are suspended. ‘ 

Q—You suggested that there is great scope for wells along the Hagari. 
But will the sinking of wells not affect vested interest seriously? There 
are a number of spring channels, are there not? 

A .—But even then there is great scope for development. 

Q .—Look at it this way. There is a limited quantity of water coining 
down the Hagari river. It has a slow flow' and channels are dug down to 
the level of the water and it is tapped at various places. There are a 
numlier of these wells aud spring channels already on the Hagari river? 

A .—There are only a very few channels. 

.—And there are a certain number of wells P 
.—There is not much of well cultivation. 


I 


.—Do you have 
.—Yes, there is p 


of water in the river? 
ity of water. 


The water-supply to Bellarv generally falls short in the hot weather, 
does it not? 

4.—‘No, I think there is excess of water now. 



Q .—In the hot weather? 

ji.—Even in the hot weuther tliere will be excess of water, and they 
are extending the water-supply now. With reference to this l would say 
there is no central organization controlling the Departments of Agriculture, 
Co-operation and Industries, which want to act independently ot each 
other. 

Q .—Is there not the Government? 

A.—There is the Government. But then the Agricultural Department 
does not want to co-operate with the Co-operative Department and both these 
departments do not want to co-operate with the industries Department. 1 
told them that l will give away my field to be attended to by an ofbeer 
ot the Agricultural Department for a year and then take back the land 
and pay the expenses incurred for constructing a well and for putting up 
a pump and other things. But nobody takes the responsibility. I do 
not think that the Government has got uny central organization to take 
up such work. 

<J .—That is beside the point. The digging ol wells on t.'ie Hagaii 
banks has now been given up owing to the existence of vested interests 
which are likely to be affected if more water is to be tapped, is that 
not so? 

.1.—Leaving those areas where there is a prohibition there is still an 
extent of forty miles where the wells can lie sunk. 

Q .—Tliut moans that you will go a bit high? 

A .—Not necessarily. 

Q. —What I am suggesting is that the amount ol the water itself is 
very rim itod. Is that not soP 

A.—No. Sir. Every six months there is rain and consequently there 
is a perennial supply of water. 

(f .—But it means that we liuve to go a little hit higher and not down 
the river P 

A.—Yes. 

think the Industries Department has been carrying out a 
general survey. Is it not so? 

A.—No. not in this district. The Boring Department has specially 
come into existence for a period of two or three years. It is boring and 
making a general survey of the water-supply. 

Q .—At various places there is plenty of water but the people do not 
take advantage of thut. Is that so? 

A.—I have no information. My only information is that there is 
gioat scope on the banks of the Hugari river for digging wells and using 
pumps. 

My final opinion is that land banks may be introduced just like the 
Imperial Bank advancing cash credit. 

Q.—About that you suggest that the ryots get enough money about 
once in five years to pay off their debts. How will they be able to pay 
annually P 

A.—It is only a twentieth or other fraction that they have to pay and 
they will be able to pay that. 

Q .—If it is a good yield it will lie well and good. But that is only on<« 
in five years. How will they pay in the years when there is no good yield P 

A.—They will surely pay because the interest in this case is low. If 
they go to a private money-lender they will have to pay 15 per cent even 
whereas in this case the interest is only 9 per cent. 

Q. —Nine per cent will be more than half the value of the full average 
crop, will it notP 

A.—It is only in cases where the value of the land is sufficiently rich 
and it is only in eases where yon can have the assistance of the land 
mortgage bank. 

the amount is going to be so small that it can be repaid every 
year I do not see the necessity for the land mortgage bankP 

A.—I did not say it is small. 



■la a laud mortgage bank the payments uiust be made regularly 
■ ■, because the debenture holders have to be paid. But that can* 


31* dene with a very email amount because you are deeding with a heavy 
indoMndueea which can be cleared only ones in five years. Do you not 
think IwP 

d.—The indebtedness of the ryots might be ascertained and only such 
of them as are rich enough might be helped. 

Mr. Mvnuwami Nayudu: You have in view those people who have largo 
suras to be repaid in instalments spread over a long period and who have 
not only their lands to fall back upon but also something elsef 
A. —-Yes. 

—But it will touch only a small number P 
.—Lot us see for some time how it works. 

Q.—-When you speak of the whole, will you be able to lend to the man 
having five acres ot land by means of a bank in BeUary? 

A .—It could possibly be done because the Imporial Bank is able to lend 
after ascertaining the credit of the man. The same thing the land moit- 
gage bank can also do. They have their own organisations. The Imperial 
Bank here lends upon the goods in Harpanahalli, Hospet and other places. 
2.—Who will have control over itP 

1. —-There must be some control to ascertain all these things. 

2. —For the whole distriotP 

l.—There must be a central organisation having the whole district 
under its jurisdiction. 

Q .—How is it to be done? 

A.—In the same way as the Imperial Bauk. 

Q.—They are not going to any very long distance. It is only short- 
that they give on produce kept in their custody. Hut he*e is 

it not different? 

_ A.~-We have got Government organisations. The Tubsildar can bo 
“* ked *? “ ttend this also. That is my opinion. For my part I would 
Bay that to a certain extent this may be tried in a certain division first for 
aome time. 

paidp*"" ThomaS: In regard *° takavi loans, are the instalments regularly 

are a A ar8 f ift,,d tbe payment is regular. Simi¬ 

larly even m the case of the land mortgage bank if the payment is 

40 or"of‘ta? 011 ®? ^liuH The P^Party can be valued at 
*r7- *15 P^ T l ■ , , lts . roa l wor th for the purpose of giving the loans I 
Ian?mortgage C b ™ dobtedness 0M,W reduced bythe institution of the 


(The witness then withdrew.) 
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Thursday, 16fih January 1080. 
BELLA&T. 


P BE S £ NT : 

Ur. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. Thomas, it. a., b.utt., ph.d. 

Mr. C. Gopa^a Menon, m.l.o. 

Diwan Bahadur B. Munis waxi Nayudu, b.a., b.i.., u.t.c. 
Khan Bahadur V. Hamekd Sultan Mabicair Sahib Bahadur. 


Kao Sahib JONNALAGADA PAP ATT A SBTTT, Merchant, 
Bellary, and Mr. SIVA CHBNHrA BA8APPA, Merchant 
and Municipal Councillor, Bellary. 


Oral evidence. 


Mr. (Jo)xila Mr non : Both of you are merchants in the city of Bellary P 
A.—Yes. 

Q .—May T know what arc your important lines of business? 

A.—Banking and commission agency. We advance money to the ryots, 
we get produce from the ryots and sell it in the market. 

J .—Are both of you doing that business? 

.—Yes. 

J .—So both of you nre mixing banking business with tradeP 
.—Yes. 

Q .—By saying banking business. I wish to know whether it is money- 
lending only? 

A.—Yes. 


Q. —I suppose vou lend out vour own capital? 

.4.—Yes. 

Q .—Do you receive deposits from the public? 

A .—We do not receive any deposits. Wo do not also borrow. 

Q .—So you are entirely money-lenders for purposes of your trade? 

A.—Yes. 

Q .—You know who is a banker, one who receives money at a lower rate 
and lends it ngnin at a higher rate, the difference between the two rates 
constituting his profit. Are you a hanker in that sense? 

A.—No. 

Q. —Do you help your constituents in the transmission of money from 
one place to another, either inside the district or to places outside the 
districtP 

A.—Yes, we do. 

J . —How do you do itP 
.—By drawing hundis. 

Q. —On whomP 

A.—On merchants there. 

Q .—So you draw hundis on your agents in the mufassat in favour of this 
nan. Does he cash that hundi in the town or does be send it to the 
mufassal for collection P 

A.—He collects it from the town and he cashes it as per hid conveniences. 



0 .—Cab 70a tell us approximately 
bnsuMB that you do ia one year? 

4.—One lakh of rupees. • 


the volume of hundi transmission 


Q .—So you are helping trade in that way? 


Q .—Yon are dalals for purposes of buying produce and selling it. Is it 
done on behalf of the ryots? 

A.—Yes, on behalf of the ryots. 

Q .—What is the system by which you do business? How do you deal with 
the ryots? 

A .—The ryots bring the produce. To some of them I advance money 
beforehand. These goods J sell in the market. I find purchasers and ash 
them to quote a price. They purchase the goods and pay me money after 
15 days. As soon as the delivery is given to the purchaser^ the value of the 
goods will be credited to the account of the ryot who hrings the goods or 
I pay him then after deducting my commission. 

Q .—So has the ryot to wait here-for tliose 15 days? 

A .—As soon as the sale is struck he is paid. 

Q .—You say you advance money oven before the produce is brought to 
town. Is it done before the harvest time or just after harvest? 

A .—Before harvest time. 


f .—On what kinds of produce ? 

.—Jaggery, cholam, cotton and groundnut. 

Q .—Where do you sell these things, is it locally? 

A.—Yes, here locally. 

Q .—Do you make forward contracts with outside agencies for cotton and 
groundnut? 

A .—We give forward contracts to Messrs. Volkart and Ralli Brothers 
with the consent of the ryots. Sometimes we give it on our own risk, but 
that is very rare. 

J .—Is it because that you lmt e to take greater risk that you do not do it P 
.—Yes. 


Q .—Do you think that there will lie large fluctuations in price imme¬ 
diately after the harvest and two or three months afterwards. What has 
been your experience in the past in this respect? 

A .—For the last five years iny experience is that the rntes are very high 
at the time of the harvest and afterwards they fall down 

Q .—Is it due to competition on the part of the buyers? 

A.—1 think so. 


Mr. Thomait: In what commodities? 

A.—In cholam. groundnuts and cotton. 

Mr. Oopaln Mrnon : Who are the buyers of groundnut here just now? 

A.—Messrs. Ralli Bros, and Volkart Bros. There are many Indian 
merchants also. They Bhy and export it to Bombay. 

Q .—You know early last year there was a big fniluro of a groundnut 
merchant? 

A.—Yes, the failure of Messrs. C. K. N. Bros. 

Q .—Do you think the market price of groundnut has been affected very 
rmirfi by that failure? 

A.—Yes, the market has been severely affected by the above failure. 

J . —What is the rate of commission that you charge P 
.—On groundnut wo take six pies, four pies for commission and two 
pies for interest. 

J .—What is the period for which you charge interest? 

.—When we sell groundnut, we get the money for that from the pur¬ 
chasers only 40 days afterwards, but we pay the ryots immediately. So we 
include the interest for 40 days. 


The Chairman: You pay the ryot in cash or in hills? 
A.—Not in hills, hut cash. 
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Mr. Qopala Menon : What is the total amount of your commission business 
in one year? 

A.—The total volume of my transactions is from 5 to C lakhs of rupees. 

Q. —How many such dalals uro tkero in this district? 

A .—There are many. 

Q. —Are there any similar dalals who go into the villages and buy the 
produce from the ryots direct? 

A. —There are. 

Q .—Do they get much higher commission? 

A.—r do not think. 

Q .—Do any of these take the produce from the ryots on credit and after¬ 
wards sell it to people here? 

.4.—There are so v many. 

Q .—Do they make anv extra commission? 

.4.—Yes. 

Q. —Have you met with in the last few years any competition in your 
line of business from anv other financing agenev? 

A. —Yes. 

Q .—There is the co-operative society doing the loan and sale business. 
Do they do much business ot this kind? 

A. —Their business is only on a small scale. Thoir presence has not 
affected the dalals, at least not in Bellary. The main reason for that is that 
the dalal advances the money hefore the crop is sown and this compels the 
ryot to bring the produce to him only for sale. 

V.— May f ask n plain question? By making advances to the ryot much 
earlier than the harvest time, when the seeds are in the field, do the ryots 
make the maximum price out of the produpe? 

A.—Yes. 

Q. —Are these advances taken for cultivation expenses only or for any 
other purpose also? 

A .—For all sorts of purposes. 

Q .—Have you at any time noticed whether the ryot uses the money for 
tho purpose for which he borrowed it? 

.4.—It is very difficult to answer that. 1 cannot say. 

Q. —Do you think they are mixing up the purposes? 

A.—Yes, they are mixing. 

Q. —Thev spend it indiscriminately? 

A .—Yes'. 

Q .—fs it because of that they are not able to make the best that they 
can out of the produce? 

A.—T think so. 

Q .—You are also in the cotton markot I believe? 

A.—Yes. 

Q .—Have you any experience of the organization of the cotton market in 
this place? Have you any experience oi the organization of the cot too 
market in Bernr? 

A.—No. 

Q .—Suppose as a result of this enquiry an association of dalals is going 
to lie formed. T do not think you will have any objection to it? 

A.—Certainly not. We will welcome it. 

Q .—Probably then you will be licensed dalals. You have no objection 
to dalals being licensed? 

A,—No. Not at all. 

T hr Chairman : There is n slnek season, is there notP 

A.—Yes. 

0 .—Ts your lending rate at that time also the same? 

A.—Yes. the same rate throughout the year. 

p.—You work on your own capital P 
A.-Yes. 
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?.—-Do all dalals work on their own capital? 

L—There are so many who borrow capital. Very few work on their own 
capital- 

C.—Where do they borrow frowP 

A.—From banks, Multan is and Mar war is. 

Q .—After the harvest for the first few months the ryota do not borrow. 
Is that not soP 

A. —Yes, they do not borrow. 

Q. —During that period money remains idle with you, it is slack season 
for your capital? 

A. —Yes. 

'.—There is no reduction in the rate of interest during that period? 
-No. 

-Does the money remain idle with you or do you invest it elsewhere? 

L.—Some amount we give to the Marwaris and some amount lies idle 
with us. 

Q .—Those who had borrowed from the Marwaris repay at that time to 
them. Is that so? 

A. —Yes. 

).—Do the Marwaris take deposits? 

.—No. 

Q .—The ryot borrows on the security of the crop. What happens if the 
ryot does not get the crop, that is if the crop fails? 

A. —He will get a pro-note executed by the ryot nnd also try to get a 
mortgage of the lands of the ryot. 

Q .—You are bound to give him a further loan so that he may raise another 
crop to repav the first loan. Ts that so? 

A.—Yes. ' 

Q .—Are many dalals land-holders also? 

A .—Some are. 

Q. —Are there any ryots here who are also merchants P 
A. —Some of the ryots have come and settled here. They are the land¬ 
holders. They advance money also. 

Q .—Do you advance money to the village money-lender? 

.4.—We lend to him also. 

Q. —On what security? 

A .—On personal security, or on pro-note. 

Q .—Ts the pro-note joint or .single? 

A .—Tt depends on the status of the borrower. 

Q .—Does the village money-lender lend to the small ryot on tho condition 
that the crop should he sold to him? 

A. —It is not usual. Some stipulate that condition. 

Q .—When the village sowcar gctB the lonn, does he bring it to yon for 
sale? 

A. —Yes. 

Q.— In such case there is a double commission on the same cropP 
A. —Yes, but one is not exactly commission. The village sowcar takes 
the produce at a low rate which is less than the market rate. That is all. 
Q .—Do the bigger ryots eome to the dalal direct? 

A.—Yes. 

Q. —How far does a dalal’s business extend? Does it extend up to 5 miles 
radius? 

A. —It extends to a radius of 40 miles. 

Q. —Are you dealing direct with ryots even 40 miles awayP 
A. —Yes. 

Q. —Are there dalals at Hoepet and Ray ad rug P 
A.—Yes. 

Q .—Do the dalals oompeto with each other? 

A.—Yes, 



jj.—This system applies to the whole of the Ceded districts? 

-Yes, except iu Adoni tor cottou, where the ryots bring the cotton 
to the town. 

O.—Do the dalals there advance money to the ryots for cotton? 

A.—No. 

—Are there godowns at Bellary? 

-There are. These godown-keepers act as commission agents also and 
the ryots take the produce also to them. 

Q .—Does the ryot pay them the godown rent, tho insurance charges and 
the commission ? 

A.—Yes. 

Q. —Is the produce graded? 

A.—Yes. 

Q. —How does the ryot finance his crops in the Adoni area whero there 
are no dalals? 

A.—There also there are small dalals. No one advances anything to the 
ryot for cotton but they pay advance for other crops and the ryot uses these 
advances for purposes oi growing cotton also. 

Q .—Then where does the ilarwari come in? He is financing u large 
amount of business!'' 

A.—The Marwaris give loans to merchants only and not to ryots. 

Q ,.—Where do these Marwaris get their money from? 

A.—From Rajputana. 

Q .—Is there a branch of the Imperial Bank here? 

A.—Yes. 

Q .—Do they do any business in this hue? 

A.—They give loans only on personal security and on produce stored 
in godowns. 

f .—How does tlie merchant to whom you .sell the goods pay you? 

\.—By getting money from the Imperial Bank. 

Q .—How is the Imperial Bank paid? 

.4.—They have got some money with them ami that amount they pay to 
the Imperial Bank and release a portion of tho goods and then sell it and 
»ith those proceeds release some more of the goods and so on until the whole 
stock is cleared. 

Q. —Do they not pay the Imperial Bank by a hundi drawn on the 
purchaser? 

A.—Sometimes they do so. Sometimes they take a hand loan from the 
Marwaris and release the goods from the Imperial Bunk. 

<J .—Do Bombay people come in here to purchase cotton? 

A.—Some of the merchants to whom we sell goods here are agents oi 
Bombay firms or of some firms in Alnucdubad or Sholapur. 
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.—Are Japanese coming here for purchasing cotton? 
.—Yes. 


Q .—Do the mills buy cotton through the dalals and then pledgo it to the 
Imperial Bank and get an advance and buy more cotton? * 

A.—They do not do it. As soon as they purchase they take it away. 


.—Is all this business in cotton in kapas? 
,—Yes. 

—Are there ginning mills in Bellary? 

.—Yes. 


J .—When is the cotton giuned? 

.—Generally after the merchant buys. Some big ryots also sometimes 
take the cotton to the ginneries direct. 

.—Is the Cotton Transport Act worked here actively? 

.—It is not being actively worked. 

.—Is there a large importation of cotton from Hyderabad? 

.—No. But stealthily some quantity comes in. 
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Q .—is it brought in for purposes of adulteration ? 

A. —-Tee, That is the purpose for which it is brought. Wo do not mix, 
it is generally the big firms who do it. 

0 .—Are all these dalals both bankers and traders? 

I.—Yes. 

Q .—Which part of their business is more important ? 

A. —It is only for getting produce that we advance money. 

Q .—Do you not think that a man who does !>oth these businesses ulti¬ 
mately becomes a money-lender ? 

A. —Yes, naturally it reduces him in the long run to a mere money¬ 
lender. 1 know that by combining both we are weakening ourselves. 

Q .—Have there l>een any failures of dalals “ 

A. —Yes. This year it is hopeless. Nearly u dozen dalals have already 
declared insolvency. 

Q .—Why is it? Is there no good crop this year? 

A .—This year the crop is a thorough failure. On the face of it it seems 
good, but the yield is very very low. 

Mr. Thomas : Do you get a commission from the ryots on whoso l>ehall' 
you sell? 

.4.—Yes. 

Q .—You get also a commission Irom the purchasers? 

.4.—Yes. 

(}.—So you get commission irom both? 

.1.—Yes, except in cotton where we get commission Irom the sellers only. 

Q .—What commission do you get? 

.1.—About 4 per cent. In cotton we get ulsmt Hu. 2 for 12 maunds 
costing approximately Us. 120. 

Q— How much does the godown rent come to? 

—For these 12 maunds it will come to three or four umuis. 

Q .—Do you levy any other charge? 

A.—No. 

Q .—Are the dalals merely intermediaries between the seller ami the 
buyer or do you buy on your own account ? 

A. —We sell on behalf ol the ryots; that is all. 

Q .—Do the dalals purchase cotton? - 

.1.—They do not. They store it in their godowns and when the agent 
of the mill or any other firm comes they sell it to him and got their 
comm issiou. 

Q .—Do these ugeuts purchase from the ryots direct” 

A .—They generally purchase from the dales and merchants. J1 they get 
from the ryots they purchase ulso that. 

Q. —Is there any iecling amongst the mercantile class against the dalals? 

.1.—I have not heard of any such feeling. 

Q. —-Do these ryots who go directly to the firms get a higher price? 

A.—No. 

Q. —Are you in a position to get produce from those ryots to whom you 
do not advance money? 

A. —We get some business. The Joan and sale society doos not advance 
any money. Still they get business. 

Q .—Is there a feeling umongst the ryots that the woights you use arc not 
proper? 

A.—No. 

0. —Suppose the dalals are to bo licensed. Will you like that? 

A.—I will welcome that step. 

Q .—When you advance money to the ryot what rate of interest do you 
charge? 

A. —One per cent per month. 

Do your transactions with the ryots end in the transfer of laud or 
sale of land? 

A. —Yes, sometimes, 
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0 .—Out of one hundred cubes in how uiuny cases have you got to sue? 
A.—In 10 per cent. 

—What percentage out of that lead to sulc of laud? 

-Four or five per cent, that is all. 

Q .—Do you have any dealingb with the imperial Hunks' 

A.—Yes. 

<j .—Have you any overdraft account there? 

.4.—in their Bellary branch there is no overdraft account. 

Q. —You had no occasion to raise produce loans from the bank? 

A. —No. My money is lying there idle. 

Q .—Do you think that it is fair to take commission from l>oth the pur¬ 
chaser and the seller ? 

A. —it is the custom and we have to get on. 

Q .—You baid that sonic oi the daluls have to borrow money tor advancing 
to the ryots. Oil wlmt terms do they get money now? 

.4.—We get money from the Marwaris and the Imperial Bank. But we 
prefer the Marwaris because the amount is lent either on katha or mere 
pro-note, whereas in the case of the Imperial Bank we want twm surctie-.. 
and it is very difficult to get two persons whom they approve. 

(J .—What is the rate of interest that you pay to the Marwaris? 

A—Hs. 1-4-0 to Rs. 1-8-0. 

Q. —Why do you not go to the Imperial Bank where the rate is much 
lower ? 

A.—It is very difficult to get from them. 

Q .—Do vou use cheques? 

A.—Yes. 

Q .—Among the dalafs what percentage have bank accounts and draw 
cheques ? 

.4.—Not very many. 

Q. —In Adoni what is the function oi a dalal like you? What does he do 
there? 

A.—Except in cotton they do the same business as we are doing here, 
fn the case of cotton the ryots take it direct to tho market. 

Q. —How do you sell your produce? Is it by auction or by negotiation? 

A.—In some cases we auction especially on. shandy days in front oi our 
shops, sometimes we negotiate ns regards the sale price. 

Q. }—Is it not better to have a fixed place where your sales coaid be 
effected? 

A.—Yes, it would be very good. 

(The witnesses then withdrew.) 



102 


Friday, the 17th January 1980. 
BELLABY. 


PltHENl : 

Mr. 11. M. Hood, J.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., i*h.i». 

Mr. C. Gopala Mknon, m.l.o. 

Diwan Bahadur B. Mi'niswami NAvrur. b.a., B.t,., m.l.c. 
Khan Bahadur V. Hamkkii Sixtan Majihaui Sahib Bahadur. 


M.R.&y. Eao Sahib J AMP ALA VEN KATES AM CHOUDHARI 
Garu, Deputy Registrar, Bellary. 


Oral evidence. 

Mi. Thomas: Mr. Choudiiari. you say that, a higher rate ol interest is 
charged on nagu loans. What is the rate ? 

A. —It will be about 50 per cent. It is generally calculated in kind. 

Q .—Is it in the case of seed loans ? 

A. —Even for food grams and other purposes. 

(J .—It is not true of loans in money? 

A. —No, not for loans in money. 

Q .—Is there much ol ovordues in the co-operative societies in these 
parts? 

A. —Yes. there are. 

Q .—Have they lieen mounting up lately? 

A. —Yes. But last year they were reduced to certain extent. 

Q .—Since then? 

A .—This year also we hope to reduce it iurther. 

Q .—Are long-term loans given hy co-operative societies in these parts v 

.4—Yes. 

Q .—For what period ? 

<4.—Generally for five years. 

(J .—Are there more overdues in resiiect of these five-year loans or is it 
the other way? 

A. —Generally in long-term loans the overdues are greater. 

Q .—Do you think that such loans are the right kind of business for 
co-operative societies? 

A .—I do not think so. Co-operative societies of tho kind we have should 
not grant loans for long periods. 

Q .—What is the proper period of granting loaiis from a co-operative 
society P 

A. —For one year so that the amount muy lie repaid at the next harvest. 

Q. —Land mortgage banks are supposed to lend for long terms and co¬ 
operative societies for short terms. What is the agency that will take up 
‘ intermediate ’ loans? 

A. —These intermediate loans may also lie granted by cooperative socie¬ 
ties, but not to Idle extent to which land mortgage banks give. 


• For written evidence, vide pages 1112—1015 of Volume HI. 
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Q. —Do you think any special provisions should be made for such loans? 
A. —Co-operative societies are now encouraging only short-term loans 
If there ia any demand for intermediate loans, they should be granted very 
sparingly. The provincial bank does not give long-term loans to the central 
banks and they in their turn are not encouraging the grant of such loans 
to primary societies. 

Q .—Is there any tendency among money-lenders to join co-operative 
societies and to get rid of their had debts? 

A. —We have noticed some instances here and there. 

Q .—Ha* it been discouraged? 

A .—We are discouraging it. 

Q .—Effectively ? 

A .—We are taking steps as far as possible. 

Q .—Is there sufficient facility now for remitting money for effectively 
carrying on inland trade? I speak chiefly of the smaller man as the bigger 
merchants are helped by the Imperial Bank. In the case of such people are 
there sufficient facilities for internal remittance? 

A. —Co-operative societies are not doing that work now. 

J .—Do they cash bills? 

.—Small societies do not do that, but some central banks are doing 
that business. 

(f .— Is that business tlie proper kind of business for a central hank to do? 
A.—1 think so. provided the transactions are restricted to the members 
of the society. 

Q. —Do you think that if the central hank takes up this business it will 
materially curtail or interfere with the business of other banks? 

A. —If it is done on a large scale it is likely to interfere. But the number 
of members of co-operative societies doing the business is small, and these 
members are not likely to go to the Imperial Bank or other big joint-stock 
banks. Hence the business of such banks is not so much likely to be 
affected. 

* Q .—What are the facilities that should be given to the central hank for 
carrying on such work? 

A .—So far as my information goes, central banks aie misusing this by 
doing this kind of work for non-members also. 

Q .—Would it be of any use if bills of exchange in the vernacular are 
introduced ? 

A .—T think vernacular bills of exchange may be used with advantage. 
But so far we have received no complaints. 

Q .—Ts there n loan and sale society in this town ? 

A .—Yes. # 

Q. —To what extent is it carrying on business? 

A .—Last year the transactions amounted to Rs. {K),000. 

Q .—Has it been progressing? 

.4.—Yes. 

Q. —What are the impediments standing in the way of further extending 
oo-operative marketing here? 

A .—The members of the affiliated societies are not bringing their produce 
to the loan and sale society. They are taking it to the money-lenders because 
they already received advances from them. 

Q .—Could not the loan and sale society advance such sums? 

A. —Yes, it has to be done. If previous loans taken up from money¬ 
lenders are not paid hack it will be difficult to get produce from the ryots. 

Thf Chairman : Do you suggest that the loan and sale society should 
itself lend money to the cultivating ryots? 

A. —Tt should not. The loan and sale society could give produce loan* 
only. The affiliated societies can do it. If a beginning is made like that, 
gradually the affiliated societies will arrange for all the produce to be brought 
before the loan and sale society. 
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Mr. Ih<mas; Is it your experience that when the ryot takes a loan he 
uses it for the purpose for which he takes the loan? 

A \—The panchayatdnrs take special rare to supervise that the loan is 
utilised for the purpose for which it is borrowed. 

Q. —Is it being doue nowp 

.4.—It is being done in some societies. 

Mr. Muni 8 wo mi Nayiulu : Mr. Choudhari. can you tell us what is the 
proportion of the loans granted hy a co-operative society in an ordinary 
village to that of the indebtedness of that village? 

A. —1 cannot say. because we restrict our loans to members only. Unless 
the residents of the whole village are members of the society we will not he 
able to know the total indebtedness of the village. 

Q. —Do you not think that only a very small fraction of the indebtedness 
of the village is being financed by the (-e-operative society? 

A .—The proportion is not much. 

<?.—I hope you have some experience of the agricultural conditions in the 
villages. From whom is the demand for loans from the co-operative socie¬ 
ties? Is it from the farmer or from the niready indebted tenant? 

.4.—From the already indebted tenant. 

Q. —You say many of these debts cannot l>e financed hy the cooperative 
society ? 

.1.—Yes. long-term loans cannot be given by cooperative societies. 

Q. —So these people are in the hands of the lornl money-lender? 

.4.—Yes. 

Q. —From your experience can you say that the villagers have been able 
to repay the small sums borrowed from the society punctually? 

A. —They do not generally pay punctually. 

Q. —What is the reason? 

.4.—One of the main reasons is bad season. Secondly the member always 
prefers to discharge the loan to the sowcar first and then only that to the 
cooperative society. 

Q .—So the produce is utilised first to pay off the money-lender. Is it? * 

.4.—First the Government kist. then the money-lender and lastly the co¬ 
operative society. 

Q .—When overdues increase do you not take coercive process to recover 
the amount? 

A. —Yes. 

Q. —What do the ryots do then? Do they go back to the money-lender 
for paying off the co-operative society's debtP 

A. —Yes, if he cannot get the money otherwise, he will have to go to the 
money-lender. 

Q. —Yon say that the money-lender takes the* produce first. Then there 
is competition between the money-lender and the co-operative society. Is 
it not? 

.4.—When the ryot takes the loan from the money-lender there is the 
moral binding that his debt should be discharged first. That system has 
been in vogue for some considerable time. But if the co-operative society 
arranges at the time of granting the loan that its debts should be discharged 
first, then the ryot will do so. 

Q. —Do you think from your experience that to a certain extent the 
villagers have been able to feel the responsibility of first paying tho 
co-operative society and then only the money-lender? 

,4.—Now they are slowly realising that fact. 

Q .—In your written evidence you say “ There is enough money available 
in co-operative banks to meet the short-term requirements of the members. 
But there is no demand from the members as thev are in the habit of getting 
such short-term loans from the village sowcars.” Do you think that even 
in coses where there are societies, people go to the sowcars? 

A. —That was the ease formerly, but during the lost two years this is not 
so. There has been a gradual change. 

Q .—Do you advocate the starting of land mortgage banks? 

d.—Yes, 
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& -Yoa also say that there are no prospects for the land mortgage hanks 
Ceded districts. Why do you say thatP 
A. —Because we get more of bad seasons. There is also the question 
ef punctual repayment of instalments which cannot be expected in tho 
Ceded districts. It is better to try the scheme in a place where we can 
expect regular repayments. 

Q. —Do you contemplate any area in the Bellary district where you can 
expeet regular repayments P 

A. —There are places but their area is very small. 

Q .—Have you got any suggestions to make with regard to the consti¬ 
tution of land mortgage bank, especially with reference to the Ceded 
districts where you experience some difficulties regarding punctual repay¬ 
ments P 

4.—Necessary changes can be made in the by-laws to the effect that 
the loans shall be granted in these districts for a longer period. 

Q .—So your opinion is that in the Ceded districts the repayment should 
be covered over a longer period of years. How many years do you wantP 
A. —^Thirty years. 

Q .—Do you think it is possible to frame by-laws which will give a sort 
of elasticity with regard to repayments during had seasons P 

A. —If debentures can be raised under such conditions, rules can be 
framed. 

Q. —Do you want the Committee to understand that in the Ceded districts 
there is no scope for land mortgage banks P 

A. —I said that there are some tracts where land mortgage banks can 
be established but such tracts are very small. 

Q. —Until such land mortgage banks are formed the tenant will have to 
depend on the village sowcar. Is it notP 
A. —Yes. 

Q. —What are the rates of interest prevailing with the sowcarsP 
A .—Local sowcars charge from 12 to 24 per cent. 

Q .—Do you consider that very high? 

A. —Twenty-four per cent I consider as very high. 

Q .—Are rates of interest decreasing in villages where there are co¬ 
operative societies P 

A. —Money-lenders are not raising their rates of interest. 

Q .—They are not reducing? 

A .—They temporarily reduced in some places in 
societies. 

Q. —Do you consider the rates of interest charged by the money-lender 
such as to make it impossible for the ryot to discharge his prior debts? 
Would it reduce him in course of time to the state of a landless labourer? 

A. —I think it would eventually result in that. 

Q .—Who then purchase all these lands P 

A .-—The money-lenders themselves purchase the lands. 

Q .—Do you think there is any scope for any by-industries for the 
villagers in the districts? 

A. —There are certain industries. 

.—Have any societies been started to help such industries? 

.—Yes, surely. 

.—How many approximately? 

.—About 24. 

! .—Have they succeeded in the object with which they were started? 

.—They have not. 

Q .—Do you think there is any scope for an industrial bank for financing 
the cottage industries? 

A. —I advocate a central emporium at Madras for all the weaver societies. 
If there are ready buyers and if these weavers get money for the products 
soon then they can carry on their work undisturbed. 


order to ruin the 
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Q .—You say in your written evidenoe ‘ the agriculturist suffers for lack 
of organisation and capital.’ What kind of organisation do yon contemplate? 

A.—The business aide of selling his produce. 

Q .—Do you think that their work can be undertaken by the existing 
Co-operative societies or do you think that there should be a separate class 
of banks? 

A. —I think that the Industries Department have an idea of having a 
central emporium. The Special Officer suggested it and. I think it is to be 
on a co-operative basis. I advocate a loan and sale society for every taluk 
and if possible for a firka because we have to educate the people inmarket- 
ing the produce. If we give the villagers short-term loans for agricultural 
purposes, and then bind them to give the produce to the loan and sale 
society, then the villagers can get the maximum profit for themselves. 

Q. —Have you tried to start any such sale societies in this districtP 

2.—Yes. We have five or six such societies here. It was started 5 years 
ago at Bellary, in Hospet three years ago and in Adoni a year ago. 

Q .—Have they been doing good workp 

A .—They are working on sound lines and doing good service. 

Mr. Oopala Menon: How long have you been in the Co-operative 
Department? 

A. —Eight years. 

Q. —Previous to that? 

A.—In the Revenue Department. 

Q .—Were you a Deputy Collector? 

A .—I .was in the Revenue Department for 13 years and for 8 years here. 

Q. —From your experience of the co-operative societies which have worked 
for the last 2 decades do you consider that these societies have fulfilled the 
iunction for which they were started? 

A. —They are trying to fulfil. 

Q. —You do not think that they have fulfilled the purpose for which they 
were originally designed? 

A. —To a certain extent they have fulfilled. 

Q .—Now people are advocating developments of the co-operative move¬ 
ment in other directions such as marketing, loan and sale societies and 
things like that. Do you think these activities could be conducted side by 
§ide with the activities for which that movement was first started? 

A. —They can be done. 

Q. —Do you think then that the present system of working the co-operative 
societies will adequately fulfil that function? 

A. —Yes. 

Q. —What I mean is that should the co-operative societies in that case 
be run by honorary officials as at present or by paid officers P 

A. —It is better to have paid men. 

Q .—In that case vou think that co-operative societies can take up market¬ 
ing work, conduct loan and sale societies, take to warehousing and also 
pooling? 

A. —Yes. They will materially help the original idea of credit societies 
also. 

Q. —It is the internal trade of the country that suffers now. Can you 
suggest any way by which the produces in the country can be linked up 
with the Indian merchants? 

A .—That is what we are trying to do by the loan and sale society. 

0 .—Is there any other way by which' it can he done? 

A.—I think that is the only way we are advocating in the co-operative 
movement. 

Q .—Do you advocate the discounting of hundis by co-operative banks, 
which is at present done by the commercial banks? 

A.—Yes. -wr-yj 

Q.—Have you any method to suggest for ihternal remittance being facili¬ 
tated? Can it be done through the treasuries P 

4 ,—W« cannot increase the work of the treasuries, 
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Q .—Are you positive that co-operative banks should not take up any 
function which the commercial banks or Indian managed joint-stock banka 
are doing at the present time? 

A.—Only as far as transactions with regard to members are concerned, 
they should take up. 

0 .—Now I am not satisfied with the answer you gave to Mr. Muniswami 
Naidu that the agriculturists are Buffering for lack of organization and 
capital. In another place you say “ No loans are advanced to ryots by 
jomt-Btock banks or branches of the Imperial Bank of India for agricultural 
purposes.” Further with regard to creating better organization you suggest 
the opening of an emporium at the metropolis. Is it not? 

A.—Yes, but that is only for the weaver societies. In regard to loan and 
sale societies we have ample funds in the central banks. 

Q .—Is this lack of organization due to lack of knowledge and education 
on their part and also due to the fact that they are unable to assert them¬ 
selves and to make representations in proper quarters? 

A.—To some extent it is due to lack of knowledge. 

<3-—So you think it is want of rural uplift or rural advancement that is 
the cause of the present sufferings of the ryot? 

A.—Yes. 


Q .—You are positive that the co-operative society should not take up any 
function which the commercial banks or the Indian managed bankB or the 
Imperial Bank are doing at present? 

A.—Only as far as the oo-operative banks are concerned I do not advocate 
the taking up the work of the commercial banks. 


Q .—But you are prepared to co-ordinating their activities for their mutual 
help? 

A.—Yes. 


Q. —You are for the creation of an inter-relationBhip as far as possible P 
A.—Yes. 


Q .—You say that the ‘ agriculturist suffers for lack of organization and 
capital ’ and in another place you say that ‘ no loans are advanced to ryots 
by joint-stock banks or branches of the Imperial Bank of India, for agri¬ 
cultural purposes.’ With regard to this organization of capital you said 
that there should be an emporium in the metropolis and the commodities 
produced should be sent there, exhibited and orders should be obtained. 
What is it that you mean by that? 

A.—I said that in regard to the weavers and the industrial societies. 
But with regard to the loan and sale societies there is ample money in the 
central bank. 

Q. —The ryot suffers for lack of organization. What is it that you mean 
by thatP 

A.—In a co-operative society there should be arrangement for giving 
short-term loans for agricultural purposes and for selling the produce with a 
view to getting the maximum benefit thereby. 

Q .—That means they are denied of the rural credit which they can get 
otherwise? 

A.—Yee. 

Q .—Is it due to lack of knowledge and education on their part to assert 
themselves and to make representations in the proper place? 

A.—To some extent it is due to lack of knowledge. 

Q .—So you think that on account of want of rural uplift or advancement 
the ryot suffers greatly now? 

A.—Yes. This is in connection with the loan and sale society. 

J .—For agricultural purposes do the Imperial Bank advance money? 

.—Yes, it is on pledge of produce only. They are giving freely for 
commercial purposes. 



y .—L understand that the Imperial Bank is now lending money on the 
pledge of gold to a very large extent. Probably the ryot doe* not know 
bow to go and raise money from the Imperial Bank or the commercial banks; 
because it k due to lack of knowledge on hk part. So he must be better 
educated. Is it notP 

A.—I do not know that the branches of the Imperial Bank in the Ceded 
districts are giving loans on the pledge of jewek. It may be in the other 
parts of the Presidency. 

Q .—With regard to the cottage industry products, you Baid you wanted 
a central emporium to advertise the sale of the produce? 

A.—Yes, for undertaking the sale. 

Q .—But these are run by certain loan and sale societies. Is it not the 
duty of the loan and sale societies to manufacture the goods and sell theiuP 

A.—No. 

Q .—Probably there are certain societies which are engaged in such workP 

A.—Producing societies there are. 

Q .—But how could the central emporium established in the metropolis 
help the people in Bellary? 

A.—Because there k a ready market there they can get money for the 
articles produced. 

Q .—You want the sales to be effected? 

A.—Yes. 

Q .—But do you not think that these people themselves should engage a 
salesman for the purpose of going out to the mufassal to take indents and 
find a sale for their commodities? Is that not the best method? 

A.—Of course it k one of the methods, but practically it was found to be 
ineffective. 


Q .—Probably it was because there was not a good salesman? 

A.—Perhaps. 

Q .—If he k a proper salesman it is his duty to find out the sale for the 
articlea that have been produced, if the article produced can successfully 
compete with similar articles imported into thk country. So, do you think 
that sort of work could be done by salesmen? 

A.—Salesmen can undertake the work, but I do not think that the 
societies will succeed. 

Q .—I understand that the products of the weaving societies are not 
dkposed of in time. Is that so? 

A.—Yes. 
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—Is that due to lack of finding a market? 
.—Yes. 


Q .—Suppose we have a salesman who will go out to the places where these 
goods are wanted. Bo you not think then that he will be able to sell them? 

A.—-The society employed salesman also. But the expense incurred on 
that account was enormous and ultimately the sales also were not well con¬ 
ducted resulting in loss to the society. 

Q .—To my mind it appears that it k not properly advertised and sold? 
In regard to subsidiary industry products you said that they do not exist 
on a scale deserving of any extra capital. What do you mean by thatP 

A.—I meant by extra capital, capital either from Government or from 
any other source, because local money k available. 

Q .—Do you suggest that these are mostly cottage industries? 

A.—Yes. 


Q .—Arc they in good financial circumstances? 

A.—They can get finance from the co-operative banks. There k no com¬ 
plaint about that. 

Q.—Are the cottage industrialists financially prosperous? 

A.—There k no lack of credit for them, 


Q .—What 1 am trying to find out is whether these cottage industria¬ 
lists have been heavily involved and whether they have got enough assets 
on which the money-lender could advance any money? 

A.—Generally in all these places, these weavers are heavily indebted. 
They are also addicted to drink and it is not safe to advance than much 
money. 

Q .—Do you find the same thing in regard to the other industries such 
as the cnmbii trade, etc.? 

A.—There, of course, it is not to that extent as it is in the case of the 
ordinary weavers. But in every other case it is so. 

Q. —You do not think that there is any conflict between the co-operative 
societies in the place and the other banking institutions? 

A. —So far I have not met with any difficulty. 

Q .—Coming back''to cottage industries, you say that conditions do not 
warrant any extraneous capital. Why do you say that? 

A.—£ think it was in answer to some question about the industry being 
subsidised by Government that I said that. 

Q .—I want to know whether it is due to the fact that they are heavily 
involved now? 

A.—When I said that, 1 had in my mind the fact that enough capital 
is available and no capital from outside is necessary. 

Q .—Available from the Co-operative Department? 

A.—From co-operative banks. 

Q .—Suppose they want a loan for improving the industry. Do you think 
they have got enough assets for them to raise a loan under the State Aid 
to Industries Act? 

A.—No. 1 say that from the co-operative banks themselves they can 
raise the money. 

Q. —You do not think that these subsidiary industries are in a very bad 
wayP 

A.—No. 

Q. —In regard to your suggestion regarding the reduction of interest, do 
you think that by a statutory enactment higher rates of interest could be 
put down? 

A.—That is my idea. 

Q. —You want a legislation for that? 

A.—Yee. 

Q. —Should it be something like the Money Lenders Act? 

A.—Yee. 

.—Is the Usurious Loans Act working here? 

.—No. 

Q .—Yon say that funds for the land mortgage banks should be obtained 
from the central banks. Is it by way of loan? 

A.—Yes. 

Q .—The co-operative central land mortgage bank has jnst been brought 
into existence. Do you think it is safe to take deposits? 

A.—Of course if it is managed by proper authorities deposits can be 
taken. 

.—What rate do you think the central bank should offer? 

,—It should never be more than 6 per cent. 

Q. —Do you know the rate of interest ruling on fixed deposits in the 
joint-stock banks and the other banks and in the Imperial Bank? 

A.—I do not know. We have some relation with the Imperial Bank. 

Q .—The Imperial Bank gives on fixed deposits only 3 and 31 per cent 
while the other commercial banks and the central urban bank are giving 41 per 
cent. Do you not think that by allowing 6 per cent, the co-operative land 
mortgage bank will come into active competition with the other financial 
agencies and do you advocate that? 

A.—I do not advocate that. Six per cent should be the maximum. But 
if it is properly run there is no harm even if it cornea into conflict with the 
other banks. 
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Q .— The Government has subsidised our debentures and we can raise 
debentures on the security of the assets of the primary land mortgage banks. 
The money that the central land mortgage bank can find now would be 
adequate for the next two years. Should we then go on taking deposits? 

A. —I do not say that. I said that after some time when confidence has 
been created, money will flow in. I do not advocate taking deposits. 

The Chairman: About the business of cashing bills to which some reference 
has been made, what is the business that the Hindupnr Bank is carrying 
onP 

A. —I think it is only to a small extent. I saw only half a dozen cases. 
Q. —Of whatP 

A.—'Hundis, I think, from Bangalore. 

!.—Were the people local merchants P 
L.—Yes. 

.—And they have dealings with Hindupur and Bangalore P 
.—Yes. 

Q. —Do you know other societies doing thatP 

A. —No. I do not know of any other in the Ceded districts. But in 
Guntur I know of one or two cases when I was there. 

Q .—Is it not possible to have it os a regular business of the co-operative 
bank? 

A.—No. 

Q ,—And the co-operative central banks? 

A.—They are not doing this business at all here. 

Q .—Do you think there would be any opposition if these banks started 
discounting hundis P 

A.—I do not think there will be any opposition. 

I.—Do you not think that the Imperial Bank will objectP 
L.—I do not think so. 

Q .—Would you regard it as part of the legitimate work of the co-operative 
central bankP 

A.—No. But only to facilitate the transactions and to help the members 
I said it may be undertaken. 

—Can you confine it to that P 

-It is very difficult. It is how they are misusing in some cases where 
is concession. They are doing it on behalf of others also and are 
thus coming into conflict with commercial banks and the Imperial Bank. 
But I did not experience that difficulty because the transactions were little. 

Q. —But those transactions will have practically no value on the marketing 
of agricultural produce? 

A.—No, not at all. They are only commercial. 

Q.—But is not the business of the co-operative central banks largely 
confined to the finance of agriculture P 

A.—Yes. 

!.—Has there been any suggestion that it should be confined to that? 
L—No. 

!.—But it is confined to the finance of co-operative societies P 
L—Yes. 
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.—That may include producers of all kinds? 
.—Yes. 


0.—It may include organized consumers also? 

A.—Yee. 

Q.—How would you justify the continuance of the Government conces¬ 
sions in regard to the free transmission of money through the Government 
treasuries to the oo-operative societies? You have no objection to the free 
transmission of money from one co-operative society to another? 

A.—No. 

Q .—At present you have got a central bank at Hoepet, an urban bank 
at Bellary and an urban bank at AdoniP 

A.—Yss, 
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Q .—At Harpanahalli is there not oneP 
A.—That is only a big unlimited society. 

Q .—With regard to the' repayment of the loans you said that repayments 
were bad and you suggested bad seasons. Somebody else suggested bad 
supervision. Which do you think it is dueP 
A .—It is due to both. 


Q .—What is being done to improve the situation? 

A .—Some of the society panchayats are being reconstituted and also the 
supervising agencies and we expect to see some improvement. 

Q .—The school at Anantapur is only a teaching centre at present. Js 
there any demand fos a bureau of information on prices? 

A .—There is no demand at Anantapur. 

J .—Is there any demand for that anywhere else P 
.—In some places people wish to have the information about the trade 
prices and the statistics. But Anantapur is not a trade centre. It is better 
if they get information about the state of prices in the market. 

Q .—If the information is obtained from various sources and the prices 
are correlated, does it matter where that is doneP 

A .—It does not matter. But here the societies do not take the trouble 
of getting the different prices but they desire that information to be fur¬ 
nished to them by some other agency. 

Q .—Is your school at Anantapur capable of being developed into a com¬ 
mercial information bureau P 
A. —Yes. 

Q .—In this school at Anantapur they are teaching banking, book-keeping 
and accountancy P 
A—Yes. 


Q. —Do you see any sign of that being utilized for training by men who 
want to go in for commercial business P 

A. —Some of the people coming out of that school have been appointed. 

Q .—Have any men been taken to the Co-operative Department? 

A.—Yes. 

Q. —Were they trained men? 

A.—They were trained men. 

Q.—About execution of the decrees by the co-operative societies is it 
fairly easyP 

A.—It is difficult because we have to refer to the Revenue authorities. 

Q .—What would happen if the co-operative departmental officers are 
armed with powers of summary recovery? 

A.—We can produce wonderful results in that direction. 

Q .—Have you got time to do that? 

A.—That we have to consider. If we have a good staff we can do that. 

Q. —Can vou do it without any staff P 

A.—No. 

Q. —Suppose you had power. Then you would have to do it? 

A.—Then automatically without using the power we will get the money. 
But at least for clerical work a staff is required. 

Q .—If you have no need to use the power there is no clerical work 
either P 

, A.—Actually we do not use, but we have to make it appear that we will 

use ihe power by the issue of notice and other procedure. 

Q .—The village munsif is able to make the collections himself P 

A. —It is because he goes about, but the departmental officers cannot visit 
all the places. If he goes to the various places then there is no necessity 
for clerical work. But if he is not able to go, the necessity for clerical work 
arises. 


Q -—Is there a competition between the Imperial Bank and the co¬ 
operative banksP 

A.—Tn this circle I do not find any competition. 
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Q .—Are the co-operative banks undertaking the business of the Imperial 
Bank? 

A.—Only the loan and sale societies. 

S .—What about the fixed deposits P 
.—So far there is no conflict. 

J .—There is no competition P 
.-No. 

Q .—What is the co-operative society putting on three years* loans to 
municipalities P 

A.—Up to three years 4 per cent. Recently it has been raised to 4} per 
cent. 

Q .—What do they get in the Imperial BankP 
A.—I think it is 4 per cent. 

Q .—A good deal of deposits were in the co-operative banks. Is that not 
soP 

A.—Yes. 

J .—Is it a considerable amount P 
.—Yes. 


—Prior to the granting of the concession, where was the money depo- 
A.—It was not in the Imperial Bank. 

Q .—In regard to the money-lenders’ rate of interest has it been reduced 
os a result of the co-operative societies P Are the village money-lenders 
lending at a lower rate of interest now than they were before 10 years P 
A.—Yes. 

Q .—Is that due to the co-operative societies P 
A.—Yes. 


Q.—Why? 

A.—Because the people are getting at 12 annas there. 

Q .—Does the money-lender make use of the co-operative societies as a 
means of recovering his dues ? 

A.—It does not happen to a very large extent. We find it in a few stray 
cases. 

Q .—Is there any large number of loans given by the co-operative societies 
to repay the so wear P 

A.—We do not find such cases to a large extent. In one or two societies 
we found that and we have stopped further loans to them. 

Q .—Are you not paying small Bums for the repayment of prior debts? 

A.—Yes. 

Q .—Surely all the repayment of prior debts must go to the sowcarsP 

A.—Yes. 

Q ,—Has there been quite a lot of thatP 

A.—About 60 per cent. 

Q .—To that extent the co-operative societies have . been helping the 
sowcar to realise his loans P 

A.—Yes. 

Q .—Regarding cottage industries the co-operative societies can only take 
part in the marketing of the produce P 

A.—Yes, to find the sale for the products. 


Q .—Is that allP 
A.—Yes. 


Q.—What about the debts of the people P 

A.—For advancing to the weavers, it is not neoessary that we should 
advance any amount for the liquidation of their prior debts. 

Q.—Why notP Is it not a fact that many of these are working on the 
advances made by the merchants P 
A.—They are. 

Q .—On condition that the produce goes to the merchants themselvesP 
I.—Yes. 
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Q .—How do you propose to get rid of that? That is one of the principal 
reasons why co-operative societies made so little progress. Do you agree? 

A. —Yes, because we do not make arrangements for the discharge of 
prior debts. 

Q .—The simple fact is that there is no credit basis on which you can lend 
money to pay his debts. Is that not so? 

A. —Yes. 

Q .—It applies to weaving. Does it not? 

A. —Yos. 

Q .—It applies to the bell-metal works in Cuddapah? 

A. —Yes. 

Q. —It applies to your carpet-weaving at Adoni? 

A. —Yes. 

Q. —What about Kudittani? 

A .—It does not apply to that extent because the people there are not 
very much indebted. 

Q .—But why does the co-operative society favour it? Ts it still existing? 
A .—It exists only in namo. 

Q .—You say that it was not a question of indebtedness. Then why did 
the society fail? 

A. —Due to mismanagement. 

Q .—What about slate-making at Markapur? 

A. —There also the failure is not due to the indebtedness but it is duo 
to the mismanagement. 

Q .—There is no basis of assets for loans? 

A .—No assets. t 

Q .—Tf you lend, can the societies give any guarantee to get the produce? 
A .—Yes. 

<?•—But suppose the guarantee is there but the pinduce is given to some¬ 
body else? 

A. —They are also doing that. But if the management is effective, it 
can be given. 

<?.—When was the giving of long and short-term loans started? 

A .—Three years ago. 

Q. —Are short-term loans now being used for short-term purposes? 

A .—Now wc are insisting upon that. 

0. —Are you insisting upon it effectively? 

A.—Yes, Sir. 

(The witness then withdrew.) 
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Friday, the 17th January 1980. 
BELLABY. 


P E E S E N T : 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., fh.d. 

Mr. C. Gopala Menon, m.l.o. 

Diwan Bahadur B. Muniswahi Navudu, b.a.. b.l., m.l.o. 

Khan Bahadur V. Hameed Sultan Maeicaie Sahib Bahadur. 


M.RHy. K. T. AIWA Avargal, Deputy Director 
of Agriculture, Bellary. 


Oral evidence 

Mr. Thomas : May T know how long you have been in this district? 

A.—I have been in this district for the last two years. 1 came to this 
circle in 1927 to conduct some investigation. I did that for nearly 7J months 
and afterwards took charge of this circle and 1 ani in charge of it for the 
last 14 years. 

0. —How long have you been in the Agricultural Department? 

A ..—I have got 18 years' service in that department, f have served in 
most circles in the Presidency. 

Q. —Have yon got a fair knowledge of the economic conditions in this 
district? 

AC. —I have. 

Q. —What is the net return from one acre of land in the villages around 
this town? 

A.—It depends upon the crop. If it is groundnut the land will produce 
Rs. 60 worth. If it is cotton an acre will produco Rs. 26 worth and if it is 
food grain like cliolain Rs. 20 worth including fodder. 

Q .—Is that the gross yield or does it exclude the cultivation expenses? 

A .—It is the gross yield. Cultivation expenses for one acre of groundnut 
will be Rs. 20, i.e., the net income will be Rs. 30 for one acre. Cultivation 
expenses for one acre of cotton will l>e Rs. 6, i.e., the net yield from one 
acre will lie Rs. 10. For cholam or food grnin the cultivation expenses 
will be Rs. 8 per acre, i.e., the net income will be Rs. 12 per aero. Those 
are all the averages. 

Q .—Do you take into consideration good season ns well as bad season 
and good land as well as bad land? 

A.—Yes. 

Q .—What do you think is the economic holding in a district like Bellary P 

A.—I think it will be between 30 and 40 acres. For this I have in mind 
a family consisting of a husband and wife with four children. It will give 
them in a normal year sufficient food for themselves, their cattle and also 
some money. 

0.—What will be the annual income needed for a family like that? 

A.—About Rs. 600. 

Q.—When you say 30 to 40 acres I suppose you mean dry land P 

A.—Yes. It is all on the dry condition basis. 

J .—Do you think it is necessary to have 80 to 40 acres? 

.—It is quite necessary. 

Q .—What do you think will be the average yield per acre? Will it be 
Be. 15? 

A.—Yes. 
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Q, —1) 0 you think it is necessary for a family of tbo typo you locution 
to have Ha. 000 per year for maintenance ? 

A.—]t is necessary, taking into consideration the maintenance oi cattle. 
Cattle are as important as human beings and need equal care. 

U. —But there aic ample grazing grounds here for cattle? 

/I.—1 do not think, perhaps in tho western taluks there may lie. 

Q .—1 presume that you are acquainted with the marketing conditions of 
the principul crops, groundnut and cotton, in this district? 

.1.—Yes. 

Q .—Could you tell me who finances the ryots in this district? 

.4.—The ryot is mainly financed by the landholder in the village. There 
are some moneyed landlords who finance their tenants. 

Q .—Are you aware ol dalals giving advances to the ryots in tho villages 
around Bellary ? <- 

A. —Yes, but generally the dalals give advances to village merchant and 
the merchant gives the advances or distributes them to the ryots. 

Q .—Do you know thut a good many of the ryots are receiving money 
from the dulals? 

A. —If the dalal is near to the ryot ho advances money to the ryot, if ho 
is distant he does not advance to the ryot for ho cannot watch him. 

Q .—It is stated in the marketing report of the Central Cotton Committee 
that the sowear is only responsible for 27 per cent of the advances. Is that 
true of this district? 

,1.—Yes, it you mean by sowcars the village merchants. 

Q .—It is ulso definitely stated in the report that tho bulk of the financing 
is done by landlords. Is it true of this district? 

A.—It is true. 

<J .~But from tile investigation recently carried out around liellary it is 
clear that almost all the ryots get their advances from the daluls. How 
is it? 

A.—It might be possible in Bellary market where they have got the 
godown system. My remarks refer to mainly Adoni and Nandyal. 

(I.—When you made enquiries at the instance ol the Indian Central Cottou 
Committee, were, you asked to investigate uround Adoni only? 

A.—Adoni is the biggest market and I confined niv investigation to that 
part only. In Bellary the marketing system is quite different. 

Q .—So what is coutaiued in the report does not refer to the Bollary 
market? 

A.—Yes, it does not refer to it. 

Q .—It is also stated in that report that the cultivators are not hampered 
by their liorrowiiigs in the disposal of their crops. Is it true? 

A.—Yes. There is nothing, no clause laid down to the effect that the 
produce should be sold to him, i.e., to the lender who advances the money, 
it is only a moral binding if the loan is taken from n sowcur who trades in 
cotton. 

Q. —Could you tell me who selected these villages for you? 

A.—1 myself selected. 

Q .—Why did you select these particular villages? 

A.—1 selected Adoni because it is the biggest market in the district., much 
bigger than Beliary. Secondly to get information from Bellary market is 
very difficult but it is an open market in Adoni and you can watch and 
know every transaction that is taking place. Here in Bellary the dalals do 
not give any information. 

Q. —Do you now recognize that it is not true to say that the condition 
mentioned in the report are not true of this part of the' district? 

A.—These conclusions are not applicable to the Bellary market and the 
villages that arc close to this market. My investigation was about Adoni 
market, the biggest market, and the villages affected by that market. 

The Chairman: What is tho Nandyal system? Is it the same os the Adoni 
system? 

A.—The major portion of the Nandyal business is on the forward contract 
system whereas in Adoni it is ready, or outright sale from the seller to the 
buyer. 
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O .—Where does the dalal come iu in Adorn? 

A.—When the village seller and the village merchant come to the Adoili 
market to s«dl their cotton, there the dalal comes in. 

Q ,—But is not the Adoni system that of selling direct by the ryot to the 
merchant without any intermediary ? 

A.—In most cases there is no direct connexion, hut with the assistance of a 

dalal. 

J .—Then how does it differ from tho Beltary system? 

.—In Bellary the stuff is stocked in the godown by the dalal at the 
risk of the seller und sometimes there is some months' delay for the sale to 
be effected, whereas in Adoni it is outright sale on the same day. 
Tho Bellary dalal is a rich money-lender, godown-owner and a 
speculator. The Adoni dalal is not so very rich, does not advance very much, 
has no godown, does not speculate but counts on daily business. The influence 
of the Bellary dalal on the market is greater than that of the Adoni dalal. 
In Bellary the dalal sells the produce of another very often in the nlisence 
of the owner, but at Adoni the dalal attends to the sale (weighing, etc.) in 
the presence of the owner. 

Q .—In the Adoni system, who gives advances to the ryots for growing 
the crop ? 

A. —In the villages, 1 have said it is mostly the landlord. The village 
bowcar only finances to the extent of 27 per cent. 

Q .—Wheve does the sowcar liorrow from? 

A .—He often gets the money from the dalaldnr who does not directly 
advance the money to the cultivator. The dalaldnr advances it through tho 
village merchants. 

Q. —How- far is Adoni from horep 
A .—It is about 40 miles, 

Q .—The two systems are not so distinct as may at first sight appear, is 
it a hard and fast rule that the dalal iu Adoni should never lend to the ryot 
direct? 

A. —No such rule liut he prefers to lend through village merchants in 
case he lends. 


Q .—From your investigations can you draw a definite line between the 
Bellary area of operations and the Adoni area? 

A .—People from 10 to 15 miles along the Alur road come to Bejlary with 
their produce and the others go to Adoni. 

Q .—But is there not a hit in the middle where people may come to this 
side or that side? 

A. —Yes, there is and then his destination depends upon the price. Ilio 
village merchant knows the price prevailing in Adoni and it is he who brings 
the bulk of the produce. 

Q .—What about the Nandyul system? 

.4.—In Nandyal market the Buckingham and Carnatic Mills are the 
biggest purchasers. They enter into forward contract with local merchants 
and ask them to supply lint at a fixed rate. Local merchants (Nandyal 
merchants) in turn enter into forward contract with village merchants who 
purchase the stuff from ryots. 

Q .—Do you know what system prevails in Coimbatore? Have you any 
personal knowledge of the Tiruppur cotton market? 

A. —Yes. There the merchants purchase from ryots and sell to the com¬ 
mission agents of different mills. 

Mr. Munitwami Nayvdu: There is the dalal who advances money to the 
ryot. On the day the ryot brings the produce to the Bellary market the 
price falls down. Then the ryot can stock it in the godown, but in Adoni 
the ryot has to sell it. Is it not and, if so, who loses? 

A.—If the price is low it is the ryot who loses and not the dalal. 

0 .—You say that the Adoni market is better than the Bellary market? 

A.—Yes, for the following reasons: (1) The seller (the ryot or the village 
merchant) and the buyer meet face to face and settle the terms. ( 2 ) The 
eeller can finish the business and return to his village sooner. 
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Q .—But the ryot will sustain a loss ii Jus cannot find a readier sale on 
the day he brings it to the market. 

A .—He will find a sale the very day hut there might l>e a fall in the price. 

Q .—But if the price falls down and takes some time to recover, he cannot 
stock it in the meanwhile and he hus to sell it and sustain heavy loss. Is it 
not? 

A. —Yes, but there is the other risk also; by keeping longer, the price 
may go still lower. 

Q. —So, there is the disadvantage iu not having the godown system in 
Adoni P 

A.—Yes. 

(J .—If there were the warehousing system the ryot would be able to get 
a better price P «■ 

.1.—Xot always, I do not advise ryots to speculate. Cotton is a dangerous 
stuff. Instead of rising, the price might fall. 

(f .—Do you think by having the godown system in Bellary, the Bellary 
people are getting a better price P 

.4.—J do not think so. The Adoni ryot does not lose under the ready bale 
system. 

Q .—-Do you know that m Adoni also there is the village merchant 
who stocks his own cotton and takes it to the market P Either the merchant 
buys cotton outright or on the understanding that as soon as the sale price 
is received he will pay the money to the ryot. Does lie generally buy cotton 
on his owu account P 

.4.—Yes. 

y.—]f the landlord lends money on the strength of the produce, does 
ho watch the produce when the ryot brings it to Adoni lor sale? 

.4.—Ho will be certainty watching, in order to demand his money as soon 
as tile ryot gets tho sale money. 

Q .—Does not the ryot run Hie risk of having to sell the produce once it 
is brought to Adoni P 

t .4.—It is only in a few cases that the ryot brings it to the Adoni market 
and that only the big ryotb do and in many cases the village merchant who 
purchases the cotton in the villages brings the produce for sale. He knows 
the market rates licfore he carts the produce to the market and the rise and 
fall is very little between his expected price aud the actuul sale price. 

Q. —4f it is the village merchant who advises the ryot as to when to 
sell and so on it is just like the dalal merchant in Bellary. The Bellury 
dalul ulso advises the ryot when to sell and if the price is not favourable, 
he advises him to keep his goods in the godown pending rise in priceP 

.1.—Tho village merchant is not a dalal but an actual buyer in the village 
from the ryots. He is doing actuul business and not acting os a dalal. 

Q. —Suppose the merchant sells, does lie pay the ryot at onceP He alloivs 
tho seller to take the produce as soon as it is sold and when he gets the money 
pays it to the ryot. 

.4.—The village merchant pays to the ryot at once at the settled rate 
liefore the produce is removed and iu some cases from the village and in somo 
cases part-payment is done and the rest is paid when the village merchant 
returns to the village after the sale in the market. 

<J. —So the dalal in Bellary charges by way of commission, hut the dalal 
in Adoni earns by way of giving low price to the ryot, who does not know 
the current market rute. Is it notP 

A. —The seller whoever might be (ryot or the village merchant) comes, to 
know the market late at Adoni being a open market and the dalal cannot 
cheat the seller on rate. The dalal at Adoni gets commission for his work 
which is mostly supervision of weighing and passing. 

O .—Is there not competition in the village between the merchants? 

.4.—There is and the margin of profit that the merchant gets in Adorn 
is less than the commission that the dalal charges in Bellary. 
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Q.—So, then* is not much difference between the two systems; one 
claims the margin between the price he stipulates and the price obtained 
in tile market while in the other case he stipulates the percentage of com¬ 
mission on the sale price, is it not? 

A.—There is difference. In Bellary the dalal settles the price for the 
stuff stored in his godown by the seller. The getting of proper and real 
price by the seller depends upon the honesty of the dalal. At Adoni the 
seller and purchaser meet face to face and settle the price. The dalal only 
looks after weighing and passing and gets commission for his work, in 
Bellary also the dalal gets commission as in Adoni, but in settling rates he 
takes full responsibility. 

Mr. Thomas : Do you not think there is much cheating taking place in 
Bellary P 

A. —1 have heard about it, but I have no personal knowledge. 

Q. —What about weighingP is there not false weights used in certain 
transactions P 

A. —1 have heard of it. 

Q .—Is it more prevalent in Bellary than in Adoni P 

A .—Both places are equally bad in the matter of weights and weighing. 

Q. —In Bellary the ryots who deal with dalals are at their mercy because 
of advances taken from them. What relief would you suggest for relieving 
tliemP 

A.—There must be*some other source from where they can get advances. 

Q .—As an officer of the Agricultural Department you might bo thinking 
about thisp 

A. —We look to Co-operative organisations. 

Q .—Do yon not think that you should take greuter interest in the busi¬ 
ness side of agriculture? 

A. —There are two loan and sale societies, one in Beliar.v and another 
in Adoni. They are mainly worked through our help. 

Q .—Do you not think that the business side of agriculture is more 
important than having better crop ? You may have a large crop but it 
may be sold for a low price? 

A. —The business side of agriculture is equally important. 

Q .—In that case do you think the present training of agricultural officers 
is sufficient to enable them to undertake this kind of work in this Presidency P 
Are they given any training in economics, and such things as marketing, 
holdings, etc.? 

A. —Yes, they are given such training to a small extent. 

Q .—Have you been in the Coimbatore College P 

A. —Yes. 1 am a student of that college. 

Q .—Do you get an economics training there? 

A.—Yes, we had a few lectures on rural economics. 

J .—Tou will be surprised to hear that that course is now discontinued? 
.—I do not know. 

Q .—Have you seen the syllabuses of other universities where agricul¬ 
tural degrees are given? There they insist upon at least two papers in 
economics and marketing? 

A.—Yes. 

Q .—Is there any university which gives any degree in agriculture without 
a regular course in economics? 

A.—Of course in the Coimbatore College also they have a professor of 
economics. 


(The witness then withdrawn.) 



110 


Saturday, tha 18th January 1980. 
BBLLAB7. 

Piesini: 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. THpMAH, M.A., B.MTT., J'H.U. 

Mr. C. Ooi'ala Menon, m.l.c. 

Divan Bahadur B. Muniswami Nayudu, b.a., d.l., m.l.c. 
Khan Bahadur V. Hameed Sultan Maiucaib Sahib Bahadur. 


KJt.Ky. A. D. THANDU MUDALIYAB Ayargal, Hospet 


(Note .—The vitness presented the following memorandum of written 
evidence to the Committee.) 

1.—Agricultural a edit and credit facilities for small industries. 

1. The majority of the cultivators borrow money from local money-lenders 
and they make very little distinction between expenses of cultivation and 
other necessities. 

The rate of interest ranges from 12 to 24 per cent. In many cases forward 
rates for grains are fixed by the money-lender which are cheaper than the 
market rate. 

At times of scarcity the landholder resorts to Government loans under 
the provisions of the Agriculturists Loans Act and the Land Improvement 
Loans Act, but they are very few ns the difficluties of obtaining the loans are 
many. 

Tho loans are obtained from the money-lender on security and pro-note 
and they gradually develop into mortgage loans ns interests accumulate. 

These loans are generally short-term loans. 

Neither the Government, nor the Imperial Bank nor any joint-stock 
hanks play any appreciable part in financing the cultivator direct. 

Co-operative societies advance loans in very few cases. 

Except the village sowcar none else play greater part in financing the 
agriculturist. 

For the permanent improvements and purchase of lands not much help 
is rendered. Hence the necessity for starting land mortgage bonks in almost 
every taluk to start with, with a lower rate of interest, say, at 6 per cent, 
repayable in 30 to 50 annual instalments. 

finder the existing conditions the agriculturist has little margin of profit 
to himself. 

There is scope for improvement by proper working of the co-operative 
societies in the villages. The Government can very well spare its idle money 
to the co-operative institutions, or influence the Imperial Bank to give 
greater amount of cash credit to the co-operative central banks at a low 
rate of interest. It is regrettable that the Imperial Bank is not satisfied 
with the security of co-operative pa{>ers and it has begun reducing the cAsh 
credit to co-operative hanks by 20 per cent each year. 

It is difficult to estimate the capital required for cultivation expenses 
and permanent improvements, etc., and it is worth while for the Govern¬ 
ment to take It up and it is found to be a very useful information, 



ISO 

There is no co-ordination of any kind existing now and it will be useful 
if there should be co-ordination between the State bank and the co-operative 
institutions. 

2. Markets are held in important centres. The village sowcar who 
finances the cultivator introduces his client to a merchant in the market 
centre, who acts as his commission agent. More often the village sowcar 
himself purchases the produce outright at a lower price. 

The dalal merchant in important centres advances money to the village 
money-lender who in turn pays for the expenses of the cultivator with a 
forward contract of bringing all his produce. 

There is possibility of pooling if the cultivator were independent of the 
sowcar. The few that are independent have not realised the advantages 
of pooling. 

Right now there is co-operntive effort hut with adequate propaganda 
there are possibilities. For instance the dairymen, shepherds, cumbli 
weavers, etc., could be persuaded to do so. 

The average cultivator having lxirrowed the money needed for cultiva¬ 
tion is forced to sell his produce soon after the harvest when the market is 
dull. The others being in need of money for agriculture and other expenses 
are also forced to part with their produce. 

The former cannoi/be helped unless the previous mortgages arc redeemed 
and is financed for cultivation expenses ton. 

The facilities needed by the latter are advance of money on pledge of his 
produce, which could be easily undertaken by tile primary societies. 

Export trade has considerable financial facilities in the way of easy credit 
from the institutions like the Imperin! Bank and others. 

There are central co-operative hanks almost in every district now and 
if these could be linked together with sufficient State Rid the facilities for 
marketing would lie improved and made cheaper. 

Hundis are the only bills of exchange for internnl remittances. The co¬ 
operative banks nnd urban banks in particular may well lie allowed to do 
hundi business for remittances. 

8. The value of wet lands vary from 200 to 2,000 rupees per ncre in 
this district and of drv lands from 25 to 150 rupees. 

Sale by private negotiation always fetch the highest value. 

The lands that are sold liy civil courts fetch tlie least as generally good 
lands are not allowed to be sold by the court. 

When the produce in the land is not sufficient to meet the cost of culti¬ 
vation and land revenue, it is given up and naturally such lands are sold 
by Government and hence they do not fetch even to the extent of the nrrears 
of land revenue due. 

4. There are no legal impediments to mortgage of land or agricultural 
holdings in the district. 

Land mortgage hanks have to l>e started. As it is difficult to finance 
these banks by local deposits and also to sell debentures in the district, the 
only alternative left is for the apex hank to issue nnd sell debentures. 

A special staff is necessary to value the lands and decide titles and recom¬ 
mend loans and fix the imriod of repayment, ft is desirable to grant loans 
through village primary societies. 

This course will enable easy collection of instalments and it will enable 
the land mortgage banks to save a great deal of ex;>enses and also enable 
the banks to reduce rate of interest. 

Mahars registered by Khazis should lie intimated to the Registration 
departments by the interested parties. Otherwise tlie mahars should l»e 
treated null and void. 

tt is highly necessary to maintain a register of titles to and enjoyment 
of lands in each village by the kaniam and he must see that the owner is 
always a pattadar. 

6. Special investigation is necessary to find out the indebtedness of the 
agricultural classes, 
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The rate of interest is 12 to 24 per cent compound, calculated every 
year usually and often once in six months too. 

Foreclosure of the mortgages. 

Yes, The fanners are becoming tenants. ' 

Yes. It takes away the incentive to effective cultivation. 

6. There are subsidiary industries such as cotton-ginning, groundnut 
decortication, handloom-weaving, dairy-farming and gardening. 

All these can be encouraged by co-operative purchase of raw materials 
and co-operative sale of produce. 

Bee-keeping and poultry-farming, hand-spinning in cotton areas. 

Credit through co-operative societies. 

7. The relationship between co-operative bank and the Imperial Bank is 
more formal than real. Hitherto the Imperial Bank has been giving over¬ 
drafts on the security of the societies’ pro-notes. Now tlte said bank has 
been insisting on replacing the co-operative societies’ pro-notes by Govern¬ 
ment bonds. This would result in heavy loss to the banks owing to the 
fluctuation in market rates of the bonds and also on neconnt of their low 
rate of interest. 

The Imperial Bank should l>e made to reduce the rate of interest on cash 
credit on overdrafts to at least 4 per cent. 

The indigenous banks should also be brought under control by introducing 
licences and insisting on the auditing of their accounts and preventing un¬ 
conscionable charges and terms. 

The Government may with advantage give grants to group of primary 
societies for maintaining trained and expert staff, to run the societies 
efficiently in the early stages till the societies are able to stand on their own 
legs. 

It—Indigenoui banking. 

1. The Marwaris and merchants are the chief bankers in this district. 
They lend money to the people at 12 to 18 per cent interest and also issue 
hundis on Bombay merchants generally. 

They are intermediaries for the sale of produce on commission. 

2. The indigenous hanker is the main financier for the agriculture, trade 
and industry. 

3. It needs a special investigation to estimate the amount of capital 
invested in indigenous hanking. The merchants generally borrow from Mar- 
waris at 9 to 15 per cent interest and the latter from their own country, 
Marwar and Bombay, merchants from 5 to 9 per cent. 

No relationship exists l>etween the indigenous bankers, co-operative banks 
and other banks. 

Among the indigenous bankers the merchants borrow money sometimes 
from the Imperial Bank on the pledge of produce and personal security. 

4. Two kinds of hundis are prevalent— 

(а) One payable on demand. 

(б) Payable on specified date. The rate of interest depends largely on 
market rate, i.e., from 1 anna to 3 annas }>er Rs. 100. 

The extent of hundi transfers can be estimated at Rs. 10 lakhs per year 
in Hoapet. 

5. Indigenous banks grant loans on mortgages and on accounts for agri¬ 
cultural purposes. They also allow cash credit for cultivation on the 
understanding that the produce is sold through them and it is given on 
extensive scale. 

6. The agricultural community pay in money 12 to 18 per cent interest 
and in kind up to 33 per cent. 

Short-term credit on lower rate of interest may he made available to the 
indigenous banks and bankers iu order to facilitate trade and agrionltare 
and it is bound to improve the standard of living of the agricultural com¬ 
munity and help to increase their produce hy adopting improved methods 
and better implements. 
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■ 1, Thera is prejudice against the indigenous bankers and in Rpite of it, 
they are the only people that are resorted to. 

Te«. The indigenous banks are well protected legally and most of the 
basinets is conducted on sound lines. 

Co-operatire credit movement has to be developed and the banking system 
of the country has to be linked with rural credit, through the co-operative 
institutions. 

8. Starting of banks on co-operative basis for the indigenous bankers 
in all taluks and other big centres in the district financed by the central 
banks with the help of the Government will enable the banks to finance the 
cultivators for a lower rate of interest. 

9. The net return of the indigenous bankers after all will be from 9 to 
12 per cent but the Marwari makes a little more as that community confines 
itself only to money-lending on mortgage and sureties. 

10 & 11. The indigenous bankers are able to meet the demand whenever 
the security is good and it is desirable to help them to do real banking and 
to link them with the banking system of the country. 

It is advisable to open a reserve bank with its branches in this mufassal. 

JII.—Investment habit and the attraction of capital. 

1. There are very little banking resources existing and even the little 
that exists needs developing. 

2. The actual cultivator leads hand-to-mouth existence and he hardly has 
any money "for investment. Even if any saving is left, very few facilities 
exist for investment. 

3. The postal cash certificate can lie made popular by raising the rate 
of interest and the same with the savings banks. 

4. The middle-class people and officials resort to postal savings banks. 

The people have to be educated and the number of post offices to he 
increased. 

The cultivator has practically no surplus to invest in Government 
securities nor is it advantageous to him to do so under the existing conditions. 

5. The banking and investment habit is really slow and it is entirely due 
to illiteracy and poverty. 


Oral Evidence. 

Mr. Thomas: What are the stages through which handloans become mort¬ 
gages P 

A .—The money-lender goes on adding interest to the principal and it 
accumulates. Then the property is mortgaged and when the accumulated loan 
is likely to exceed the value of the mortgaged property the lender naturally 
takes the sale deed at times and so it passes on from the cultivator to the 
merchants. 

S i.-r-Ia it usually a matter of a sale being effected by private negotiation 
oes the lender go to court P 

A .—Generally the matter is arranged between the parties themselves by 
means of private negotiation. 

Q .—Under that system, does the owner secure a decent price for his 
landP 

A .—He does. If it is a good land it does not go to court at all. 

Q .—You said earlier that if sold by private negotiation the price realised 
is high whereas if it is sold by court rt is always bound to be low. Why is 
it so? 

A .—If the land is worth the amount advanced, they generally settle the 
matter out of court. It is only when the debt increases and it is not possible 
for the debtor to repay the amount that the debtor gets persistent in sot 
paying end keeps quiet notwithstanding the matter goes to a court of law. 
0.—Then the lender does not get the whole amount due to himf 
i.—No* 



A.—It u because good lands are never allowed to go to court. 

Q .—But do the bad lands sold by court fetch at least the price that they 
deserve? 

A.—If the land is really good, it does not go to court at all. 

Q .—What 1 want to find out is whether the inferior lands sold at court 
auctions fetch at least such price as they deserve, surely even third-rate 
lands have an appropriate price? 

A.—It is not a question of the ryot there. It is only a question of the 
money-lender. The latter tries his best and he gets some of his men even to 
underbid the land and very few people will be there to attend the sale. 
Because the sale is not sufficiently advertised, naturally the ryot gets the 
lowest price. 

Q .—Who benefits thereby? 

A.—Tlie money-lender of course. 

Q .—Is it because the money-lender has got more influence in the place 
than the borrower? 

A.—Yes. 

Q .—Are there many cases of sales ol land for arrears of land revenue? 

A.—There are some but not many. Very good lands are not allowed 
to go in for sale by the Government. Some borrow money and pay the land 
revenue. But it is only in the case of the rvot who feels that he will not 
be able to get sufficient from his land that keeps quiet and does not pay 
the land revenue and allows the land to be sold in auction. 

Q .—Because it is not paying, he wants to get rid of the land? 

A. —Yes. 


Q .—From your experience, can you say a hat propoit ion of loans lead to 
BUch sales, i.e., to the passing of land from the hands of the ryot to the 
lender? 

A.—I would put it at 73 per cent. That is my experience in Hospet. 

<£.—Does the money-lender in Hospet show any tendency to own land 
hiniBelf? I have heard of money-lenders shirking the acquisition of land, 
that being a bad business proposition ? 

A.—That is only in the case of the money-lenders from outside, namely, 
the Marwari money-lenders but not m the case of the local money-lenders 
who are also merchants. 

Q .—Are they Vaisya merchants? 

A.—Yes, and even Lingayats. 

Q .—Is it their aim when they lend money to acquire the land of the 
borrower? 

A.—Sometimes there is that intention. 

Q .—When the money with interest thereon accumulates to a certain amount 
the money-lender presses for payment ? 

A.—Yes. 

Q .—If another man wore to come forward to purchase, the price goes up 
and the highest bidder gets the laud. Is that right? 

A.—Yes. 


Q .—You say that the Imperial Bonk is reducing their cash credit to the 
co-operative banks. Have you any idea of the reasons for that decision? 
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the Government securities. They probably feel that it is not sufficient 
security. But on the other hand, I feel that the co-operative papers are 
much more valuable thqn the Govermueut securities. Recently, the Iron 
Bank have lost heavily because they have invested their money on Govern¬ 
ment securities at par and now the prices of those securities have gone down. 
While such is the case I do not boo why the Imperial Bank should insist on 
a bargain like that. 

J .—Do you invest at all in Government securities? 

.-—Very seldom. On the other hand we are not commercial people. 
We ere just there to help the agricultural population. 


o—You think that the co-operative paper is good enough end that, if 
the decision of the Imperial Bank in due to any (rant of confidence in the 
co-o^ierative paper, it is not reasonable? 

0.—You say that tlie-co-operative banks might be linked together for 
improved systems of marketing. In what way can it be done? 

4 —1 mean that they should be linked together with the other bonks ta 
the district or the Presidency. 

J .—Which other banks P 

.—You have got the Imperial Bank and the joint-stock bank. 1 do not 
think there is any co-ordination between one bank and another except the 
Imperial Bank having the monopoly in the district. It is only they that 
can rush on with the business ana the other banks have no facility. But it 
is very convenient even in villages if you give the facilities to the co-operative 
banks and the central bank in taluk headquarters and wherever there are 
branches of the Imperial Bank the sub-treasury transactions take place 
through them. 

Q .—Is much remittance now effected by the co-operative banks between 
the village and the trade centre? 

A. —Yes. There are lots of them. 


Q .—There is no difficulty about that? 

A .—There is a difficulty now. 

Q .—What is the difficulty? 

A .—The money as it conies into the vilJuge lias to be token to the taluk 
headquarters and, if the amount is less than Its. 160, no treasury will receive 
the amount for remittance and in some cases the money which was brought 
back was lost on the way. 

O .—What facility do you want in the matter? 

A. —I think that any money that is taken to the treasury for remittance 
should be received by the treasury. It is only a question of a sub-treasury 
transaction and the co-operative movement is only a quasi-Government 
movement. 


Q. —Do you also suggest that co-operative banks might be allowed to 
transmit money between different trade centres? 

A,.—Yes. 

Q. —In what way? 

A. —The discounting of liundis and cheques. 

Q .—Of trade paper also? 

A,—Yes. 

Q .~Of the members or of others as wellP 

A. —Of anybody. If the co-operative society is given the power they 
can easily transact all the business in the village. 

0.—Would it not be assuming the functions of the commercial banks? 

A,—Yea, 

Q. —Co-ojperation is meant for purposes of self-help, is it notP Are these 
other functions consistent with the principle of co-operation? 

A, —I do not think co-operation stops there. I think we have to find a 
market for the produce of the agriculturists and then it comes to commerce. 


Q .—Would it really encroach upon the field now covered by the joint-stock 
banks? Are the clients whom you want to help people who generally resort 
to Much banks? Further there are places where such facilities are not 
existing, and hence the need of co-onerathm discharging some such function? 

A.—I do not see any wrong in that. 

Q- —'!» it possible for the co-operative central banks to do such work 
nor. with the existing facilities? 

A.—-Not with the preemit facilities. But with unproved facilities they 
could very well do it and I think it is worth while doing it. 

Q ■—You want then that the co-operative central banks should become 
commercial banks? 

A.—The work can certainty be done. Hat will be only one broach of 
the work done by the cooperative central banks. 
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Q .—Do you know of any co-operative banks now doing this workP 
boro got some loan ana sale societies. 

O ,—Are tlioy discounting hundis? 

A.—Particularly the co-operative banks are discounting the hundis 
because they have got no transactions with the provincial bank in Bombay. 
Whenever hundis are brought we receive them and discount them. 

J .—Has this caused difficulty with the Imperial BankP 
.—Not at present because it is an independent transaction. 

0.—Do you know of any urban banks carrying on this work of remittance? 
A. — I do not know. 

Q .—Are you conversant with the marketing conditions in AdoniP 
A.—I am not. 


Q .—You say that ‘the village sowcar who finauccs the cultivator intro¬ 
duces his diont to a merchant in the market centre who acts as com¬ 
mission agent, more often the village sowcar himself purchased the produce 
outright nt a lower price.’ Will you explain that a little iurtherP 

A.—He first finances for cultivation expenses or the express condition 
that the produce is given to him on a forward rate which is much cheaper 
than the market rate and he gets the whole lot of it soon after the harvest. 
Then it goes to the middleman in the town or the market centre where it 
finds a sale. 


Q .—Is the middleman a dalal? 
Ad —Yes. 


Q .—Is this sowcar bound to give the produce to the dalal P 

A .—He is not bound. But probably he has transactions with him and 
whenever he is in need of money he goes to him and borrows from him. Natu¬ 
rally he would like to send all his goods to the middleman. 

Q. —So, actually, the produce has to be delivered to the dalals, from whom 
they take advances? 

A .—They do as l understand it. 

Q .—Is it so in Adoui? 

A.—I have no idea. 


Q .—Is that the usual method? 

A. —Yes. 

Mr. Muniiipami Nayudu: Hr. Madaiiysr, you are connected with the co¬ 
operative movement ? 

IfYw. 

O.—For how many years P 
A. —From 1907. 


.—You are at Hospetp 
,-Yea. 


Q .—And you know the economic condition of the people in that taluk vary 
intimately? 

A .—I know to a certain extent, 

Q.—Are there a large number of co-operative societies operating if that 
taluk P 

4,—We have got nearly 3o to 40 societies. 

Q .—Could you give the proportion of the number of co-operative socie¬ 
ties to the number of villages which you have ultimately to paver in the 
taluk? 

A. — We have got about 200 villages in all and there are egly 35 to 40 
societies. 


!.—Are the primary societies functioning veil? 
.—Not quite satisfactorily. 

».—To what causes do you attribute that? 
..—Want of proper men to work. 



S ._f« that tU only reason P 

.—Want of facilities in the societies too is another cause. We are not 
(firing sufficient facilities to tho agriculturist whenever he wants money. 
J.f he goe? to, a sowcar on the other hand he can get money from him at 
any moment whereas here it is not the case. The loan application has to 
pass through the society for which .it takes nearly a month to the union, 
f'rom the union it has to go to the central bank and all these processes neces¬ 
sarily take a long time. That is also one of the reasons why tho people 
do not care to go to the co-operative societies for the loans. 

Q .—What you say is that there are delays in tho matter of sanctioning 
of loans. Is that what you mean? 

A,—Yes. 

Q .—I suppose that these delay's could be minimised by a proper working 
of the society. Could not that be done? 

A.—It can be done. 

Q. —Have you got any society out of the societies that exist in which 
it can be said the working is good? 

A.—There are one or two such societies. 

Q. —In such societies the delays have been minimised? 

A.—Yes, because they are very near the headquarters of the central bank 
and for some unions the privilege has been granted of going straight to the 
central bank without pnssing through the Registrar or Deputy Registrar 
and there are cases where the loans are got within a week. 

Q. —Then with whom lies the initiative in the matter of pulling up the 
other societies ? Is it in the central bank or is it in the unions ? 

A.—We cannot exactly say. But 1 think it is more due to the ignorance 
of the people. 

Q .—But surely the central bank might spend some money necessary to 
pull np the societies? 

A.—They can do it but prububly it will lie very expensive. 

Q .—Do yon mean to say that the central banks could not afford the funds 
necessary for it? 

A.—I think so. 


0. —There is what is called supervision funds? 

A.—Yes. They are given to tue unions for their supervising purposes. 
O .—Who has the supervision funds? 

A.—The central bank are only the custodiaus of the fund. 

Q .—But do you think that the funds now available are sufficient to main¬ 
tain a proper establishment? 

A.—No, not at all. 

J .—Have you got any suggestions to make for improving the supervision? 
.—I think it entirely depends upon the funds available. It only the 
money is got, then the work can be done. 

Q. —Co-operative societies' now deal only with short-term loans? 

A.—We are grafting short-term and long-term loans. If the loan is 
repayable in a year, it is a short-term loan and if the loan is repayable by 
instalments spread over a period which is more than a year, it is a long-term 
loan. 

Q .—In this Hospet taluk generally the lands are more valuable than in 
Bellary? 

A.—Because of the wet lands. 

S .—Does it consist more of wet lands? 

.—Yes. 


Q .—Do you say that the margin left for the cultivator to repay any debt 
that he may borrow is more in tine case of the Hospet cultivator titan in the 
ease of the Bellary cultivator? 

A.—Yes. It is because every cultivator has both wet lands and dry 
lands. Even if the dry cultivation fails there will be the wet cultivation 
for him to resort to. But it is not so in Bellaiy where the seasons ow 
falling and the overdoes are increasing every year. 

J .—It is in Bellary town? 

.—Yes. 
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Q, —It is not bo in HospetP 
A 4 — Not so much. 

/)—-With regard to the long-term loans, for instance those of the old 
the tenants hare already incurred and in respect of which they are 
indebted to the sowcars, do you think that the present co-operative societies 
operating only for loans oxtending from one to five years could satisfy all the 
requirements of the village? 

A .—Certainly not. If you really want to spread the co-operative move¬ 
ment in right earnest 1 think that there must be long-term loans ranging 
from 26 to 30 years for the purpose of discharging the old debts and then 
the co-operative credit societies can advance them only to help them to 
cultivate. 

Q .—The point I am aiming at is this. All the requirements of the ryot 
are not met by the co-operative society, so that in respect of old debts that 
are longstanding the. ryot is still in the hands of the sowcar. Is that not 
sop 

A. —Yes, in many cases it is so. 

Q, —Do you contemplate the possibility of the co-operative societies being 
able to redeem the ryots in respect of all their debts and then make them fit 
for attending to the cultivation by giving them short-term loans? 

Aj —Yes. 

J .—To give effect to that what would you suggest? 

,—I would suggest different hanks for long-term loans. 

J j —Is it to he the land mortgage bank? 

.—Yes. The mortgages can completely be redeemed and the co-operative 
credit societies can be approached for the purpose of short-term loans for 
cultivation expenses. 

Q.— Do you think that there is any possibility of a land mortgage bank 
being started in Hospet taluk? 

A. —That entirely depends upon the debentures and the guarantee that 
the Government is to give and how we are able to float it. 

Q. —The Deputy Registrar of Co-operative Societies, Bellary, was saying 
that having regard to the failure of the seasons and the uncertainty of the 
crops there was not much possibility of a land mortgage hank being started 
in Bellary or for the matter of that in the Ceded districts. Do you agree 
with that view? 

A.—I do not. On the other hand that is the reason why we should en¬ 
courage the establishment of a bank. 

Q. —You know that the central land mortgage bank was started in Madras 
with a view to finance the land mortgage banks in the mufassal and I think 
the Government have undertaken to guarantee 6 per cent interest on deben¬ 
tures issued for the first five years during the currency of those debentures. 
Do you think that local capital will flow in to take debentures if a land 
mortgage bank is started at HospetP 

A. —It may not be possible to have local deposits. If it is floated in 
Madras, I think it may. 

Q. —Now wliat do you think should be the period of repayment for the 
loans that are to be given for the repayment of old debts P 

A.—I think that if the period is fairly long, it will be easier for the ryot- 
to repay. 

O.—What should be the period? 

A.—25 to 60 years. 


Q .—Do you think that if loans are granted to be repayable by equated 
instalments spread over a period of 26 years and above the repayment would 
be made by the borrowers? 

A.—I think they will do it, because particularly the cultivating classes 
are the losers for now they have to part with their lands which go into the 
hands of the money-lenders in lieu or their debts to them. But if the long¬ 
term loans are given it will really be a boon to the people. 

S j—B ut is there any real demand from the people themselves P 
•—Yes. A number of them would go jn for such a bank, 
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Q .—Supposing a land mortgage bank is started la Hospet, do 7cm tkink 
it hM got a chance of working wellP 

think It fans a ebance of working, bat ike only thing it it is not' 
pang to improve tbe ryot became no sufficient margin is gives to ldm for 
improving hie land. 

C.—D# $•<*» want the land mortgage bank to lend at 0 per cent? 

A, —Yes, 

Q ,—But surely the land mortgage bank has to borrow at 6 per sent. 
Theft hew can they lend at 8 per cent? 

A. —It deee not matter if it is only a matter of one or two per cent more. 

f .—Than tbe rate at which it borrows? 

.—Tea. But now that is not the case with the co-operative banks. 
Wo get at Of per cent from the urban bank and by the time it {goes to the 
borrower it comes to 9 ) per cent. 

Q .—You say that for short-term loans tho rate of interest is 9J? 

A, —Yes. 

S ,—I to yon find it possible to reduce it? 

.—It m not advisable to reduce it now. 

Q .—And yet yon find that there is demand even for these short-term 
loans in the villages where the societies are worked properly? 

A. — Yes, there is the demand. 

Q. —What is the rate of interest? 

A ,—It varies from 12 to 24 per cent. 

Q .—What is the rate of interest in the case of longstanding debts covered 


A. —12 per cent. 

Q .—Therefore do you consider that even at 9 per cent it will be really 
a thing which will relieve the ryot? 

A. —Yes, it will relieve the ryot. 

Q .—Than is now the case? 

A,—Yes. 

Q. —In regard to the taluks other than the Hospet taluk do you think 
there is a possibility of a land mortgage bank being started? 

A. —I think that there is every possibility. 

Qj —I mean the chances of running a land mortgage hank with success 
ensuring prompt repayment? 

A .< —Yes. 

Qt —But there k this feature that for a good year there are three or four 
bad years Which succeed. Do you think it would be possible for those people 
who have recourse to the sowcars and the other agencies to pay their equated 
payments punctually? 

A. —At least once in three years they will be able to pay all the does. 
For instance, last year, there were very good crops and from the co-operative 
societies it could be Been that the ryots have cleared a major portion of 
their debts to the societies. You can count on the sincerity of the ryots to . 

repay. 

Q. —Do you therefore suggest that the dates fixed for repayment need not 
be necessarily every year but may be made more elastic? 

Aj—Y ee. 1 

Q. —Have you any definite suggestions with regard to the modification of 
the by-laws which you would like to take into consideration? 

A. —Even now the by-laws are quite elastic and we have been taking 
advantage of that and giving tbe primary societies extensions of time With¬ 
out charging them penal interest for the same. I think the existing provisions 
are su fficien t if only the people would understand the same and work them. 

' Q, —With regard to marketing, have you any knowledge of the working 
at toe loan and sale society? 

At —Yes. 

J .—Where is it? , . 

,—We have got ofte ill Hospet. 
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0,_What is the extent of its transactions P 

A .—We have only started it last year and the extent is not much. The 
people have not understood it. But this year I am sure its business wilt 
increase. 

Q .—What produce are they handling? 

A. —Paddy, cholam and groundnut. 

S .—Cotton P 
.—Not much of it. 

J i.—Who are the persons now that take part m the marketing of the 
uce apart from the co-operative societies acting between the actual 
cultivator and the consumer P Are they sowcars ? 

Aj —Yea. 

Q .—Most of them are men living in the villages P 

A. —Yes. The sowcars are living in the villages and the dalals are living 
in the market centres. 

Q, —Now, supposing you start a co-operative society for the purpose of 
giving advances to the cultivators in a small area and then helping them 
to have their produce sold so that they have the full value of their produce. 
Do you contemplate the possibility of some kind of establishment to see 
that the best value is obtained P 
A. —Yes. 

Q. —Now, so far as the local sowcar or the town so wear is concerned, 
something is taken by way of commission to cover the other charges. Is it 
notP 

A.—Yee. 


Q .—They are doing this business practically themselves without any extra 
establishment. Are they notP 

A .—They have some establishment. 

Q.—Jto you think that a co-operative society can compete with them 
and yec reduce the expenses and thus give the ryots more value for their 
produce P 

A .—I think so. That is the experience in our society at Hospet at any 
rate. In the beginning the merchants were against it, but we were facing 
that objection and we have been able to reduce the commission charged by the 
dalale. It is particularly in the weighment that the people are benefited, 
and they really appreciate it. 

Q .—That is a society started at the town centre? 

A.—Yes. 


Q .—Do yon think such societies can be started in the villages and worked 
thereP 

A .—I think you can. If you can have a regular well-trained establish¬ 
ment from the Government who can go from village to village, four or five 
villages could be linked together. 


Q .—I am asking purely from the point of view of the co-operative move¬ 
ment. You say you are trying to compete with the middleman and with¬ 
out any help from the outside. Could you set yourself up to do that work 
with more profit to the villagers P 

A .—Tt can be done if there are proper men to work it. 

Q. —So, you want the Government help in the matter? 

A. —Yes, but only as a temporary expedient. 

Q .—How long will you require this help? 

A.—For the first five or ten years. 

Q ■—Do you find any difficulty with regard to the financing of the loan 
and sale society? 

A.—Not at all. 


0 .—'Which is the financing agency P 
A.—The central bank. 

0.—-Does the central hank fee! any difficulty to get its finance from the 
urban bankP 

A.—It entirely rests with the Registrar. 


17 



180 


C .—Do you know that there is a large surplus mosey in the central urban 
bank which does not find employment? 

A.—Yes. 


Q .—So you consider that there is suffiicent money in the cooperative 
central bank which could be enough for some time to finance such loan and 
sale societies P 
A.—Yes, 


Q .—Then wherein does the Imperial Bank come to the help? Yon have 
got sufficient help from your own bankP 

A .—There is one thing If there is no connection with the Imperial Bank 
for everything we will have to go to Madras. 

0.—Then you want cash credit in the Imperial BankP 

A.— Yes. 

Q .—But you can have that cash credit on behalf of the central urban 
bank, which could direct the Imperial Bank to give you as its constituent 
a certain overdraft. Could you not? 

A .—My point is that the Imperial Bank itself should finance it. 

Q .—You want all the money to be consolidated and placed at the disposal 
of the central urban bank instead of having the central banks for distributing 
to the variouH district centres? 

A.—Yes. 


Q .—So far as the sowcars are concerned do they resort to the co-operative 
banks and the central banks at the headquarters? 

A .—Not much, because we are not giving them any loans. Our function 
is only to finance the societies. 

Mr. Thomai: Do the sowcars get their bad debts cleared by means of the 
co-operative societies? 

At —There are some cases. 

Mr. Munitwami Naidu: You said that 36 to 40 co-operative societies 
are working in the villages. Have they any effect in reducing the rate 
of interest charged by the sowcars in those villages? 

A. —Yes. 


Q .—You say that there are some difficulties in regard to title of lands 
and you suggest that mahars should be registered compulsorily. Why should 
they be? 

A .—As it is, when the Kazi registers the mahar no intimation is given 
to the Registrar's office and that generally works a hardship. 

Q .—You suggest that the registry before the Kazis should be communicated 
to the Registration department? 

A. —Yes. That is enough according to the revised rules of the depart¬ 
ment. 

Q .—Is there large scope for improvement of lands by the tenants in yonr 
taluk with a view to make the yield more? 

A .—Oh yes. 

Q .—What is the nature of the improvement that you want them to make? 

A.—Particularly in the case of the wet lands, levelling application of the 
late and improved methods of manure and other things should be resorted to. 
I think that in that case the yield can be increased by not less than 33} 
per cent. 

Q .—Is there an attempt by the village to increase the yieldP 

A.—They are so poverty-stricken that they do not even think of it. But 
if given the opportunity I am sure that they will eagerly take it np. 

Q .—But certainly there exists an opportunity in the form of land improve¬ 
ment loans given bv Government at 6} per cent? 

A.—That is really a deplorable affair. I think there is a leakage by the 
time the loan reaches the ryot. I am one of the sufferers. I applied for a 
loan of Ra. 2,000 and my land is worth about Rs. 10,000 and it took six 
months for my application to go from one end to the other, from the Collector 
to the 8ub-Collector, from the Sub-Collector to the Tahsildar, from the Tahsil- 
dar to the Revenue Inspector and from the Revenue Inspector to the village 
officers and again the report went np through all the above stages and all 
these people came and enquired me whether I applied for a loan and all 
those things. Finally the loan was granted to me but I refused to take it. 
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Q .—Surely you applied for a loan knowing that it will take some time 
before it waB granted to youP Six months you could not consider as un¬ 
reasonable P 

A.—1 applied in November and I wanted to make the improvements and 
then begin ploughing in time. Should 1 not get the loan *at least in March 
Wore 1 started the next cultivation P 

(j .—^Tou told me some time Wore that in regard to loan from co-operative 
banks, that the loan was not applied for in time and the union takes a 
month to sanction the loan. Similarly you could have applied in time and if 
you wanted the loan in March you could have applied for it six months before.' 
Could you not have done thatp 

A. —We have tried it. These are the processes an application has got to 
undergo. 

Q .—Even supposing a land mortgage bank is started, certainly some 
time will be taken in the examination of titles and other thingB Wore 
a loan is granted. Do you not think soP 

A. —1 do not think that if there is a special staff for the purpose there 
will be any difficulty. 

Q. —What I say is, if it is, a question of manure delay will mean harm 
to the agriculturist. But if it is a question of permanent improvement you 
can apply sufficiently early by six months in advance. What is the difficulty 
.in taking that step? The ryots have got Wter advantages in regard to the 
‘loans under the Land Improvement Loans Act. The interest is low, the 
collection is less. Do you not think that it will be much more satisfactory? 

A. —That could be availed of. 

Q .—You were speaking about leakage. Surely I do not think that in 
your own case there was any leakage? 

A. —Not in my particular case. Not particularly in these districts where 
there was a special enquiry aud all that. 

J .—Is it so bad at all? Or is it an opinion based upon what others say? 

.—It is really happening. 

Q. —What do you think the percentage of such leakage will be? 

A. —To put it modestly it will be 10 per cent but I know of some cases 
where the amount has not reached at all the person who has applied and 
he himself comes to know that a loan has been sanctioned to him only when 
the officer comes to him for the first instalment towards the repayment of 
a debt which he had never incurred. 

Q. —Surely such cases are not general? 

A .—Whatever it is, such cases though few are happening. 

Q.—Who are responsible for this—the village officers? 

A.—Yes. 

Q .—Is there not the same material which you have to use in regard to 
the co-operative banks P 

A.—Yes. That was why 1 said a proper staff has to be appointed. 

Q .—go the fault lies more with the people in the villages P 
A.—Yes. It is due to their illiteracy and their poverty. 

Q.—And that is the very material that you have to use in the land 
mortgage banks? 

A.—No. In the villages it can lend through the co-operative societies. 
Q. —I am sure you will say that even in co-operative societies the moneys 
are taken by a few men though in other names. Is that not a fact? 

A.—There are some such cases. 

Q. —And will not the same history get itself repeated in the case of the 
land mortgage bank P 

A.—That is no reason why the land mortgage bank should not be en¬ 
couraged. Every, way there is bound to be some difficulty. 

Q .—Do you think that the co-operative societies as they exist now can 
he utilised by the Government for sanctioning and granting loans under the 
Land Improvement Loans ActP 

A.—Not for sanctioning. There should be a separate staff for verifying 
the tiUes and other things and then the loans can be given through the co¬ 
operative societies. You can reduce the establishment charges and there 
a no necessity for an establishment to go round to obllect the instalments. 



Q .—la there any separate establishment by the Government now l* 

A. —No. 

Q .—What do you think of the land improvement loans being given through 
the co-operative societies? 

A. —We thought about it. There is bound to be some difficulty unless 
there is a proper staff. The Government were for giving the amounts for 
the distribution under the Land Improvement Loans Act but being in the 
initial stage we refused to take that work up. 

Q. —You referred to some subsidiary industries. Having regard to the 
fact that these dry areas do not yield much by way of agricultural income to 
be takw as a normal income which can be got every year, do you consider 
it possible to improve particular industries to make them feel more secure 
year after year? 

A.—Yes. 

Q .—What are the industries that you would suggest? 

A. —Well boring in some ureas particularly will euoourage gardening. 1 
would also suggest sheep-rearing, cumbli-weaving, cotton-weaving, yarn-weav¬ 
ing and all those things. 

Q. —Do you think that the present cooperative societies and co-operative 
banks and other agencies provide sufficient scope by way of financing such 
industries? 

A.—Nothing prevents them from doing that. It is really for the primary 
society to do that if it wants. 

Q .—There are some who advocate the starting of industrial banks for such 
purposes. Do you agree with that viewP - 

A .—It is for big concerns. I think for the village industries you can 
leave the matter to the primary society because it will be easy for it, 
instead of having to approach the authorities in Madras and other places. 

Q .—But some have put forward this one difficulty. It is this. If articles 
are produced in the villages, there is no regular organisation for serving 
as an emporium for collecting them and selling them at the market for the 
best price. Hare you thought about it? 

A. —There are the loan and sale societies and they can dual not only with 
the agricultural produce but other things as well. 

G.—So you think that there is a possibility? 

A.—Yes. 

Q. —Can such emporiums be organised under the Co-operative Societies 
Act? 

A. —Yes. There again in important villages we must be able to give cheap 
loans for the building of godowns. If that ib done I think it will facilitate 
the work a good deal. 

Q. —What do you mean by cheap loans? 

A .—It must be a special loan. 

J .—At a lower rate of interest? 

.—Yes; just like the loans given by the building societies, you can 
float a separate loan and give it for the construction of godowns and other 
things. It will materially help the people. 

Q. —You mention that the lands are passing away from the agriculturists 
to other people. Is it to the money-lenders? 

A. —Mostly to the money-lenders. 

Q. —Does the land pass on to the hands of those who are not direct culti¬ 
vators but mere capitalist non-cultivators? 

A.—Yes. 

0.—So there are very few cultivating landlords year after year? 

A.—Yea, 


Q .—Is that common to the whole district or is it common only to parti* 
cular taluks? 

A.—It is common to the whole district. 

J .—Do you think that there is any possibility of checking that? 

.—Here too the co-operative movement must come to the rescue, because 
ethers are bent upon profit. 



Mr. Gopala Menon: I believe you are fully acquainted with the workings 
df the eo-operative societies in this district p 

A.—I know to some extent. 

Q .—You say in your written evidence ‘There is no co-ordination of any 
kina existing now and it will be useful if there Bhould be co-ordination 
between the State bank and the co-operative institutions.’ I suppose by 
State bank you mean the Imperial Bank’s co-operation with other financing 
agencies P 

A. —1 mean the financial help rendered by the State bank to the other 
banks. 

Q .—You consider the State bank, by which you mean the Imperial bank, 
is the apex bank from which other institutions are to draw their money? 

A.— Yes. 

Q .—Which are the other financial agencies you refer to? Can you name 
them? 

A. —The co-operative societies, the sowcars of the village, the money¬ 
lenders, the indigenous banks, and also the exchange banks. 

Q. —Are not the indigenous bankers now getting help from the Imperial 
Bank? 

A. —Only so far as foreign export trade is concerned. It does not help the 
actual agriculturist or the local industry or trade. 

Q. —Is not the Imperial Bank advancing money on jewels? 

A .—I do not think that is of great benefit to the ryot. 

Q. —I am only speaking of tbe co-ordination between the different financing 
agencies. We have to find out whether there is co-ordination existing or 
not. If there is no co-ordination we have to suggest ways to bring about 
more co-ordination. 

A. —In a way there is some sort of co-ordination. 

Q .—Do you nlso know that sowcars and Multanis receive accommodation 
from the Imperial Bank? 

A.—Yes. 

Q. —You also know that the Imperial Bank advances money on the pledge 
of produce in godowns? 

A.—Yes. 

Q .—Are there any branches of joint-stock banks here in Bellary? 

A.—No. 

Q .—Are the produce merchants financing the ryots through local agencies 
by the help of the Imperial Bank? 

A.—1 do not think, except for such produce as are to be exported, like 
groundnut, cotton, etc. 

G. —Do not the Imperial Bank advunce money on paddy P 

A.—I do not know. 


Q .—Do not the Imperial Bank help the co-operative bank? 

A.—Yes, in the shape of cash credits. 

Q .—So the Imperial Bank have got transactions with the Multanis,. the 
sowcars, the produce merchants, the brokers, the Indian managed joint- 
Btock hanks and with the co-operative banks. Is it your point that the 
help rendered by the Imperial Bank is not enough aud that you want 
more co-ordination between the financing agencies? 

A.—Yes. 

Q.—Do you not think that when the Imperial Bank advance money on 
a freer scale, they must have further security and in order to bring about 
more co-ordination wbat is the sort of extra security or financial strength’ 
which you think the Imperial Bank should expect? 

A.—I can speak only bo far as the co-operative movement is concerned, 
and as for them they can have enough of security. 

Q .—For the accommodation that the central bank or the State bank 
may give to the other financial agencies do you not want some security? 

A.—Yes. 
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ij.- —You know that these indigenous bankers do not got their account 
books audited at present. Hence the Imperial Bank or any other central 
agency will not be able to find out their financial strength P 

A.—That is why I hare suggested in my note that they may be organised 
and their accounts compelled to be audited once a year. 

Q.—Arc yon for the creation of a reserve fund for these bankers for pur¬ 
poses of rendering financial aidP 

A .—I think it is absolutely necessary. 

Q .—Are yon for bringing all these financing agencies under a registration 
boardP 
A.—Yes. 

■ Q. —Do yon think that at present the village money-lender and the village 
sowcar are essential to the village economy P 
A. —Yes. I think they are. 

J .—Do you think that their influence con be wiped outP 
.—Not so easily. 

Q .—How will you regulate their business to make them more useful to 
society? 

A. —-When they are brought under a registration board and their accounts 
are audited once a year by recognised auditors and they are compelled to 
keep a reserve to meet unforeseen losses, then they will prove more useful 
to society. 

S f.—Is it your point that it is only then that the Government should 
er them help? Is it notP 
A.—Yes. 


Q .—Can you suggest any means by which the rate of interest at present 
charged by the indigenous bankers can be brought downP Are you for 
bringing down the rate of interest by legislation? 

A.—Yes, they should be brought down by legislation. 

Q .—Do you think people will invest their extra capital with the indi¬ 
genous bankers? 

A.—I know there is very little savings to be invested. 

Q .—How do people invest their savings now? 

A.—They lend it out to their neighbours. 

0.—Is there much land buying or house property purchase going on here? 

A.—Not much. 


'.—Do you not think the vakil class here are buying Government paper? 
.—Borne of them do. 


Q .—Do you not think that it is only by attracting more capital that the 
interest on lending can be reduced? 

A.—Yes. 


Q .—What do you mean when you said that the price of Government paper 
has gone down? When you said that did you bear in mind the terms on 
which some of these papers were issued P Which are those papers that have 
gone down very much in value in the market, bearing in mmd the terms on 
which they were first issued P 

A.—I think some Government bonds are selling at a discount at present. 

Q .—Have you taken into account the terms on which they have been issued ? 
Five per cent Government paper redeemable in 1933 is being sold for above 
Bs. 100. It is only the 3f and 4 per cent papers that are sold for leas than 
Rs. 100 and it is so because the subsequent bonds were for a higher rate 
of interest. Have you considered those facts? 

A. —My point was this that it was not safe to invest in Government 
paper, an sue as investing in co-operative banks. 

S .—Still you are aware that money is invested in bothp 
.—Yes. 


<k~Are yon for the cheapening of rural credit? Have you got any 
ngaestton to make in that direction? 

A .—I am for the cheapening of rural credit but have not any suggSgtkms 
for that now. 



Q. —Co-operative societies were started for the purpose of cheapening 
rural credit. Do you think they hare fulfilled that purpose? 

A.—It is too early to say. 

Q .—For bow long has it been working now? 

A .—For the last fire or six years it has been working on a large scale. 
Before that it was only on a rery small scale. 

Q ,—You replied to Mr. Thomas in regard to a question that he asked 
you that these co-operatire banks should take to commercial banking by 
way of discounting hundis and bills not only of the members but of the non¬ 
members also in order to facilitate internal remittance. Do you think that 
co-operative banking should be extended in that manner? 

A ,—I do not see any harm in that. It can be done in order to bring 
more profits to the co-operatire morement. 

Q. —Then do you v not think that it will come into conflict with the work 
of other banking institutions, such as, the joint-stock banks and the indi¬ 
genous bankers? 

A. —Not in the near future. 

Q .—Do you want Indian managed joint-stock banks to open branches 
in the rural areas? 

A. —Yes. 

Q .—Do you not then think that there will be competition between these 
two classes of banking institutions? 

A.—I do not think. 

Q .—Is there enough business in a locality like Bellary for sereral banks 
to work side by side? 

A. —I hare no idea about that. 

Q. —How is it that you had difficulties in getting loans from the Qorern- 
ment for purposes of sinking wells? Had you to wait for a long time? 

A.—Yes. 

Q. —I wish to know whether there are any pumping societies for irri¬ 
gation purposes in this district? 

A.—No. 


Q .—By co-operatire societies? 

A.—No. Pumping installations by indiriduals we get some. 

Q .—Are they getting loans freely from the Government? 

A.—It is pending for a long time. 

Q .—You said in reply to a question that the main difficulty experienced 
regarding attraction of capital to industries is the high rate of interest. 
Is it not? 

Av—Yes. 


Q .—Do you think that so long as the present high rate of interest pre¬ 
vails it is possible to attract industrial capital? 

A.—It is only in the joint-stock banks and the other exchange banka 
that the rate of interest is hign; not so in co-operatire banks. 

Q .—Do you think we can get enough money for industries as long as 
the interest on capital is so high? 

A.—Interest must be fixed at a reasonable rate. Of course people will 
lend their money or utilise their money for such purposes as they can 
get a better, return.. But if sufficient Government guarantee is given I 
think capital will be forthcoming at a reasonable rate of interest. 


Q.— How? 

A.—In the same way that they raised the capital for the land mortgage 
bank. These industrial banks are going to be advantageous to the people 
and I do not see any reason why anybody should grudge to invest in it. 

Mr, Ranted Sultan Marieair; You say that mahars registered by Khasis 
should be intimated to the Registration Department by the interested 
parties; otherwise the mahars should be treated as null and void. Why? 

A.—We find some difficulties. We have to go to the Registration Depart¬ 
ment for the information because we do not get it from the Khasis at 
present, and we do sot know which Kasi has the information. The parties 
concerned do not furnish the information. 



Q .—But why do you say that unless it is intimated to the Registration 
Department the mahars should be treated as null and void? 

A.—If it is intimated to them then it will be very easy to know. 

Q ,—But mahars represent money and I do not see what connexion it 
has got with the Registration Department? 

A .—I thought it will include immovable property also and that is why 
I said in that case if immovable property is transferred it should be done 
through the Registration Department. 

J .—Mahar is only cash given and no immovable property? 

.—Then I am sorry. 1 was under the impression it will include also 
immovable property. If you have no objection, I will change it accordingly 
from the written evidence. 

The Chairman: Mr. Mudaliyar, I would like to ask you one or two 
questions. The supervision fund to which you refer, you say is insufficient. 
Can you tell us what the supervision fund amounts to in this district? I 
think the societies contribute 8 annas per cent on all funds outstanding. 
Is it rightP 
A^—Yes. 

Q .—And the central banks also contribute? 

A.—Yes. It comes to about Rs. 2,000 to Rs. 3,000. 

Q .—I think the contribution of the central banks also is 8 annas per 
cent on all loans outstanding? 

A.—Yes. 

Q .—You suggest that central banks should send remittances and do such 
work for non-members also. At present such remittance work is done only 
through treasuries and for members only. Am I right? 

A. —Yes. 

0.—And yon suggest that it should be done to non-members also. 

A.r—Yes. 


Q .—Do you also say that it should be done on the same terms as to 
members? At present there is a concession. Do you want this concession 
extended to non-members also? 

A.—It need not be done free. A small charge can be made. 

Q .—In regard to the land mortgage banks, you say that the loans should 
be given for 25 to 50 years. Is there any advantage in thatP 
A.—There is. 

Q .—In what wayP 

A.—They can pay the amount in easy instalments. 

J .—Will it not be enough if we lend at 8| or 9 per cent? 

.—I think you should lend at 7 per cent. 

Q .—Then if the bank lends at that rate who is going to pay the bank’s 
expenses? 

A.—From the difference of It per cent they can manage. 

J .—And for the reserve fund? 

.—I think it is enough for both. 

Q .—I think you agree with me that the easiest wstem of repayment is 
the equated payment system? “ 

A.—Yes. 


Q .—In making that statement that the instalments should be repayable 
in 25 to SO years have you considered what the annual repayment would 
be? If it is for more than 25 years it makes little difference in regard to 
repayment? 

A.—It ia only the principal that would be a recurring amount and the 
interest will be a varying amount. 

Q .—That is not equated payment? 

A.— We have got it in the building society. We lend out for SO years 
The interest is 7* per oent and the amount of principal is equally divided 
during those 30 years. 
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Q. —That is not equated system. In the equated system you pay the 
same equal amount every year, and as time goes on it will consist of more 
of principal and less of interest. But the amount will be the same. Under 
the equated system practically after 25 years the amount is not diminished. 
Hare you considered that? 

A. —I do not exactly follow you. 

Q. —Tf the interest is at i) per cent, if you pay 12 per cent of the loan 
every year, you will he able to discharge the interest as well as the prin¬ 
cipal in 10 years. If you make it 20 years the equated annual payment 
is roughly 114 per cent. So those four years’ extension will only reduce 
the amount payable by half per cent. Tf you make the payments in 25 years, 
it would mean a further reduction of only about a quarter per cent. If 
you make the payment in 50 years then the amount to bo repaid every year 
will not lie much Jess. I suggest therefore that there is no advantage 
whatever in spreading the payments over more than 25 years. Have you 
considered this fact? 

A .—Tt is a detail we can work out. 

Q. —You suggest the starting of land mortgage hanks. You also suggest 
that tlie capital should conic from centralised debentures, whose interest 
is guaranteed hv Government. Do you think that the instalments will be 
repaid punctually? 

.4.—T think they would in some places. 

Q. —You suggest that, it should he paid once in three or four years. Ts 
that not so? 

.4.—Only in some places where the crops are liable to fail every now and 
then. 

().—What guarantee will the debenture holders have that the amount 
will lie paid punctually? 

.4.—What guarantee has the Government that their revenue will he paid 
every year? 

0 .—The amount of tnkavi loans outstanding in this district at present 
is Rs. 194 lakhs and the collection of 19| lakhs has been suspended. But 
you cannot suspend the collection of debenture loans. What guarantee of 
repayment is there? 

A. —But we are collecting all co-operative dues and in tile same way the 
dues of tlie land mortgage hanks can be collected. 

Q .—What is the overdue amount at present in this district? 

.4.—Tt is going down every year. 

0 .—Have you got the figures? 

A .—We have got it in the administration report. 

Q .—The present outstanding is very large. Do you think that the 
debenture holder can he satisfied that the annual instalments will come in 
punctually? Do you think that on the supposition of repayment once in 
three or four vears you can float debentures? That is the whole problem 
in tho Coded districts considering the frequent failure of crops. 

A.—The overdues can he collected in years of good crops. 

No doubt you can collect a good deal provided the crop is good; 
hut who is going to collect it ? Will the village society do it of its own 
accord ? 

.4.—They can do it. 

Q .—Does not the hank have to lie constantly worrying about collections? 

.4.—It is true. 

0. —With regard to takavi loans you say that there is leakage. Who is 
it that complains of this leakage? 

.4.—The people complain, 

Q .—You estimate this leakage to about 10 per cent of the amount of 
the loans. Have those ryots complained to the Collector that they have 
received only 90 per cent of tlie actual amounts sanctioned? 

A. —They are not given sufficient facilities to approach the Collector 
direct. Tf they are given encouragement they will complain. If the district 
officers are kind enough to move freely with the people they will get the 
information, 
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^ Ilas any complaint been made by the people P 

■There was an enquiry in this district. Is it without any complaint P 

i .—Is there a way to avoid this? 

.—I. think if the distribution work is put in charge of a separate 
staff this defect can be avoided. 


Q .—Where is the responsibility coming fromP Is it the present Govern¬ 
ment staff that you are complaining of? 

A .—They are sufficiently responsible. 

Q .—How will you make them more responsible? 

jt.--By appointing a high officer of the grade of, say, a Deputy Collector 
in charge of disbursements. 

Q .—Even at present if the amount of the loan is more than a certain 
sum a special staff is sanctioned and put in charge of that. Is it not? 

A. —Yes. The leakage defect exists; nobody can dispute that. 

Q .—Am I to understand that in the distribution of loans, the distribut¬ 
ing officers charge a commission P 

A.—Yes. 


Mr. Muniswami Naidu: Do you suggest that Tuhsildars are partieB to thiR 
leakage? 

A .—I know of certain cases, hut I.cannot mention names. As a general 
statement I say it is trite. 

The Chairman : Can you suggest any means of distribution of money in 
the villages which would not be open to the very same accusation P 

A .—I cannot. 


Q .—But you agree that these abuses which you suggest arc very much 
less now than they were some time ago? 

A.—I admit it. 

Q .—Do you suggest that there is any leaknge in the case of loans to 
ryots from co-operative societies? 

A.—I am really ashamed to say that there is some leakage. 


Q. —You say "It is highly necessary to maintain a register of titles 
to and enjoyment of lauds in each village by the karnam and they must 
see that the owner is always a pattadar.’’ For what purpose do you want 
such register to be maintained? 

A.—It would be easy to make enquiries. It will be particularly 
valuable when you have to decide the maximum borrowing power of the 
co-operative society. 

Q .—But at present is the estimate correct? 

A.—It is not entirely correct at present. 

Q .—If it is not authoritative it is of little use and if it is so, then yon 
are placing a valuable document in the hands of such a minor official as the 
village karnam. If rt is authoritative it must l>e maintained by a much 
more responsible official. Do you agree? 

A.—You can maintain it in tbe taluk office or in the Registration office. 
I suggested the karnam just only as a matter of convenience. 

Q .—You say, "The owner must always be a pattadar.” How would 
you ensure that? 

A.—It has to be found out and the registers must be brought up to date. 

<?-—Do you mean that all the owners should receive their pattas? 

A,—Yes, 

Q. —In the area that you know best, is there much lending Itctwepn the 
ryots? 

A.—You speak of the money-lending done by the sowcarsP 

Q.— rls it a fact that the majority of the money-lending is done by the 
ryots themselves P 

A.--Very few do it. There are very few actual cultivating ryots who lend 
money to ethers. 

Q .—Does that not occur further west in Harpaoahalli P 

4-.—IJvpn there the ryots do not do any money-lending, 
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Mr. Thomas: With regard to land mortgage banks the difficulty is that 
tho instalments may not be forthcoming regularly because the cultivation 
often fails. Could not some elastic system be devised? 

A.—We can say that the arrears should be cleared once in three or four 
years. In the co-opciative societies the overdues were paid during good 
years. 1 would suggest u similar thing being done in regard to the instal¬ 
ments of the land mortgage banks. I would otherwise suggest a sort of 
sliding scale by which the revenue authorities or the proper authorities can 
decide what percentage of tho instalments should be paid in a year. 

Q .—You speak of lls. 10 lakhs being transferred by means of hundis. 
By whom? 

A. —They were mostly Marwaris. 

O ,—Are there Marwaris in Hospet? 

,1.—There are some. They have transactions with the Bombay Marwaris. 

Q .—You speak of making the money-lenders combine into'a co-operative 
bank and oi Government giving them some tacilities. Will that satisfy 
the land hunger of some ol these money-lenders? 

A .—They will be able to get money at an easy rate of iuterest and they 
might in turn be able to lend on easy terms of course with some profit to 
themselves. 

Q .—But is that the motive ior the money-lending? Suppose some of 
these large landowners lend money with the idea of getting the land of the 
borrower. According to your scheme they will not be able to get the land 
they so coveted while they gave the loan? 

A. —They will not. 

Q. —Further, there is some social importance attached to landowning, 
so will that not also stand against the money-lenders co-operating? Further, 
what advantage do they gum by such co-operation? 

A.—They will get money for easy terms than they will lie able to get 
from the Marwaris and they will in turn lie able to lend on easy terms. 

Q .—What is the actual rate now? 

A.—12 to 15 per cent. In some eases it may be a little more. It all 
depends upon the season. 

V.—What is the percentage of the ryots in your province who have savings 
to invest? 

A.—Their number is very small. 

Q .—Are there r.ot even 10 per cent? 

A.—1 would say that the number oi cultivating landlords having savings 
is practically nil. 

Q .—Do they invest much iu jewellery in your part? 

A.—1 do not think so. 

(j .—Does the ryot borrow money to purchusc a plot of laud adjoining 
his own holding? 

A.—No. 

Q. —is not a cortuin degree of consolidation of holdings taking placo 
by tho purchases made by the money-lending ryots? 

A.—Not by tho money-lending ryots. It is only the well-to-do people 
who are not ryots that try to consolidate the holdings. 

ty.—When I speak of ryots T mean both the cultivating and the non- 
cultivating ryots, is there a competition in your parts between the 
co-operative societies and the postal savings banks in regard to deposits? 

A .—I do not think that anybody goes to deposit in the savings bank. 

Q .—But do you not speak of the middle classes depositing there P 

A,—Yes. 

Q.—Do the middle-class people in those parts have deposits in the 
savings banks? 

A.—Some deposit in the central bank too. 

Q .— Is there more of it in the central bank or in the savings bank? 

A.—There is more in the central bank now because we pay a little more 
interest than the savings bank. 

(The witness then withdrew.) 

The Committee adjourned to meet again at Madras at 8 a>m< on Tuesday 
the 21st January 1990. 
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^Tuesday, 21st January 1930. 
MADRAS. 

Present: 

Mr. H. M. Hood, I.C.S. ( Chairman ). 

Mr. P. -T. Thomas, m.a., b.litt., ph.d. 

Mr. C, Gopala Menon, m.l.c. 

Mr. H. F. P. Heabson, m.l.c. 

Mr, M. A. Muthiah Chettiyah, b.a. 

Khan Bahadur V. Hameed Bi'ltak Makhaui Sahiu Bahadur. 


MJELRy. D. B. BALAJI RAO Avargal, Secretary, The Indian Bank, 

Limited, Madras. 


Oral evidence.* 

Mr. Gopala Menon : Mr. Baluji itao, 1 believe you liave exporionce el’ 
the banking business in this Presidency as a whole! 1 

A.—Yes. My experience is mostly in the city and in regard to tho 
muiassul my experience is confined to what l receiio from tho branches. 

Q. —You know the banking systems throughout India? 

A. —Yes. 

Q .—You have been long in the banking business? 

A. —Yes, 1 have been in it lor tho last 22 years. 1 was au accountant 
in the Indian Bank and I am now tho Ssecreturv for tho last two years. 

Q .—You say in your written evidence that the Negotiable instruments 
Act is capable of uincudmcnts. Can you suggest whut sections of the 
Negotiable Instruments Act badly require amendment so as to remove 
unnecessary technicalities and make the bundling oi the negotiable instru¬ 
ments less cumbersome? 

A.—I have not thought about it in detail. From my experience I can 
say that even in a place like Madras there ure practical difficulties in tho 
way of presentation of bills and even in the ease of dishonouring and 
presentation to the referee in case of need. There is also the difficulty 
m regard to the time given for acceptance when the bill has been protested. 

Q .—What is the time now ullowed for accepting a bill? 

A. —1 think after the amendment it is 48 hours. Now it is all right. 
1 think legislation is pending on several points. 

Q .—Does it make a difference as to whether it is a bill of exchange 
presented in the city or through one of your branches? 

A. —It does not make any difference because the brunch draws on its 
head office. 

Q .—Is the person to whom it is presented allowed 48 hours P 

A. —It is only in the case of trade bills. 

Q .—Do you not consider that as reasonable? 

A.—That is all right now. There ore some .difficulties and one after 
another the legislature is taking all those points. Further, hundis are not 
treated as negotiable instruments in tho definition given in the Negotiable 
Instruments Act. 

J .—Are not the hundis negotiable? 

.—They are so only by custom. 

Q .—So you want the hundis also to be included as negotiable instru¬ 
ments in the Act? 

A. —Yea. In the villages such an inclusion will give more security to 
such commercial papers being handled. 
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/)._Y ou } lave not thought of particular amendments to the Act? 

A.—No, 

y,_Lower down in your written evidence you talk of licensed ware¬ 
houses. What agencies do you suggest should lie licensed? . 

4 ._x think it should Ikj given to any hank that can manage or munici¬ 

pality or union or local hoard. 

Q .—Do you mean local bodies? 

I.—Yes. 


f . —But are they competent to attend to the work? 

.—Yes. They have only to see whether the area is all right and such 
other things. 

Q .—Do you think that the hanks should run them? 

A. —Yes. v 

Q .—Any other bodies that you cun think of? 

.1.—Local bodies and any big merchants. 

Q. —Would it lie enough if they are merely constructed and leased out 
to licensees? 

A.—That will depend oil the local conditions. But any way throughout, 
there ought to lie a guarantee that the area is proper, that a certilicate 
to tlio effect that so much is stored in it will lie valid for a hank for lend¬ 
ing purposes. 

S .—Do you think tliut these warehouses can he leased out? 

.—Yes. 


y.—Wliut conditions would you suggest for licensing? 

A. —The buildings should he insured. 

U .—Do you require any deposit Irani the licensee? 

A.—There should ho a deposit lee. 

Q .—Do you think that the licensees should he men of financial standing? 
A.—Certainly. 


Q. —Should hanks have any control over these warehouses if they mo 
licensed? Do you think that is possible? 

A.—It is not possible. 


y. —What is the area within which you suggest that there should be 
these warehouses? 

.1.—That depends upon the local produce and the local circumstances. 

y.—Is it your idcu that the warehouses should keep the goods iu antici¬ 
pation of sale? 

A.—Yes. 


y.—Is there any particular reasou why you like the agricultural loans 
to he in the form of bills? 

A.—Agricultural pupor is what T referred to. -it must be made nego¬ 
tiable. My idea is that every village should have a bank. The ninliajaus 
of the village should pool their resources and form themselves into a bank 
on which the local magnates may sit us directors, and to such people the 
branch hanks of the joint-stock banks may lend. 

y. —Are the ryots in the habit of keeping commercial accounts of their 
farms? 

A.—No, that is the trouble. That is duo mostly to their illiteracy. I 
would suggest for that propaganda work pari pa ttu. 

y.—Will there not be some difficulties? 

A.—Yes. But if you adopt the vernacular script the difficulties may lie 
avoided to some extent. 

Q .—Do you not think that it would he bettor for the laud mortgugo 
hank to lend direct? 

A.—They do it now. 

. y.—^Can you quote any example of the agricultural paper being nego¬ 
tiable in any bank, not necessarily in India, but in any other place? 

A .—I think the system prevails in Canada. 

Q- —Do you know the system prevalent in France in the form of ' Bill 
de Agricole ’ issued by the bank of FranceP 

A ,— I do not know .that system. But I know the system in Canada, 
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Q.—-You say in regard to the indigenous bankers that the Marwaris afrd 
an evil. , In what respects arc they an evil? ... .. 

A.—They extract the life blood out of the ryots and they charge the 
highest rate of interest that is over possiblo for one to charge. 

Q.—'What is their rate of interest P 

A.—From 18 to 24 per cent. 

Q .—In the city what is your experience of the rote of interest? 

A.—They charge not less than quarter anna for cvevy rupee. 

Q .—What do the big Marwaris called bnnkers charge? 

A.—They charge 18 per cent and get much more by way of niching. If 
for instance Rs. 5,000 is to l>e given by a Marwari as loan, the first year’s 
interest iss deducted, something is taken for charity and 1 think that after 
’ ail the borrower will get only about Us. 4,500 to start. Then ho will have 
to pay interest for Rs. 5,000. After a few months, a demand will be made 
for the money at a time when the man may not tie able to repay the 
amount, and then the principal and the interest that has accrued to date 
will he compounded and a new loan will come into existence from that date. 

Q .—Are the big Marwaris called bankers doing that sort of business? 

.1.—l should think that the lending men are above such things. 


(j. —l)o you know that they distinguish the bankers from the money¬ 
lenders ? 

.1.—Yes. 


Q .—Does your remark that they are an evil apply to the lower class of 
men or to the higher class? 

A.—It applies to the class of people to whom generally the poor and 
the needy rebort. 

Q .—Do you mean that it is only this class of people who lend out small 
sums of money that charge a high rate of interest? 

A.—1 mean that, 

Q .—Do you not think that they are abJo to draw capital from their 
native pluco at u very low rate of interest? 

A.—Yes. 

Q .—What is Uie rate of interest they havo to pay? 

A.—Perhaps about 8 to 9 per cent. 

Q .—What is their lending rate here? 

A.—The rates are 12, 18 and 24. 


Q .—But our information is that they are able to get money at 4 to 6 
per cent from their native place for the purpose of lending here. Do you 
not think so? 

A.—ft may be so. 

Q .—Is the rate of interest high in the city in your opinion? 

A.—Yes. It is high among the inferior Marwari. 

Q .—What is the root cause of this high rate of interest? 

A.—The improvidence of the people resulting in their need to borrow 
anyhow. 

0.—Is there any scarcity of money? 

A.—Yes, with the borrowers. 

Q ‘—Can you suggest how the indigenous bankere could be encouraged 
and organised ? 

A. I would suggest that they ought to be made to pool their resources. 

Q. —How? 

A. Suppose there are four Marwaris and a few wealthy merchants 
• who are also money-lenders. They should all combine and form into a 


0.—So you want them to combine their activities? 

A.—lee. And a few of them can be on the advisory board am 
directorate and they themselves will have a status. 


0.-—Do yon want them to start as private hankers? 

A.—They are now doing it individually and they can combine. 


the 



148 


Mr, Wear ton : If there nre four Marwaris and five rich money-lenders 
and they join together as one and raise their interest to 24 per cent in 
so far as competition is eliminated, there will he none to offer at a low 
late. Is that not so? ... 

A ,—Jt would not he done as there is the advantage of getting a states. 


Q .—Will such a combination not make them charge an exorbitant rate 
of InterestP 

A. —I suggest that those people should he made to take lnindis unu 
'these hundis should he made discountable at the nearest hank and those 
joint-stock hanks should lx* given facilities for rediscounting them. 


Mr. Hoimlct Me non: What prevents them from rediscountin'? the 
hundis ? 

A .—They want to keep their transactions secret. 

O.—Ts it due to the high rate that they charge? 

.4.—Yes. 


Q .—Do you think then that if possible tho rate of interest should be 
reduced by legislation? 

A .—It is not advisable to reduce the vnte. 


p.—Do you think that we should bring all these indigenous bankers 
under a registration hoard like the bankers in England who are brought 
under the Bank Charter Act? 

A .—Some local control is necessary. 


Q .—Should it be obligatory or permissive? 
A .—It should only be permissive. 


p.—Do you think the publication of the balance sheets by the private 
indigenous hankers is necessary ? 

A. —They will not do it. I think that they should at least be asked to 
give a statement of their assets and liabilities. That at least must lie 
done ns that will disclose their real financial status. 

Q. —Suppose there is a registration lxiard for the bankers under which 
they have to come in. Do not vou think then that the bankers should 
satisfy the mm i remen ts of tliut hoard? 

A.—Yes. But that ought not to he made severe to start with because 
they are not iiccustomed. 

Q. —Even if they want to get subsidy from the Government should they 
not satisfy the Government that their accounts are kept properly? 

.4.—Yes. 

Q .—So you think that that should lie doneP 

A. —Yes, it is better that it is done. 

Q .—How long has the Indian Bank been working? 

A .—It is 25 years now, 

Q .—Have you opened many branches ? 

A .—There are. six branches for the whole of this Presidency. One is at 
Cochin. 

Q .—Do yon think that the Government should step in to help the joint- 
stock banks to open branches? 

A.—T think so. 

Q .—Tn w'hnt way? 

A .—It is in this way. Now we get no lienefit out of the treasury 
balances. But on the other hnml the Imperial Bank gets the benefit of 
the treasury balances. If the joint-stock banks aro given some such faci¬ 
lities they will certainly find it much nioro easy to open branches. 

S .—Do you mean offering them Government funds? 

.—Yes. 

P■—Then you want the local board funds also to be invested? 

A. —Certainly. 

P.—Did you approach the Government in regard to it P 
A. —Yes. 


p.—What reply did you get? 

■4 • They said that the matter was under the consideration and the 
same reply we got every year for the last 20 years and then being weary 
pf asking Government any farther we dropped the matter, 
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Qt—Yon say that ‘there are enough facilities but. aa long ha the 
existing disparity in the rates on mortgage loans and deposits with any 
of these institutions (indigenous bankers) exists, it is only an offer of very 
high rates that will attract deposits to themselves What is the reason? 

A.—What is now offered is 4j per cent while the interest charged is 
9 per cent. 

Q ,—If you attract very much capital to the joint-stock banks would it 
be a handicap to the agricultural and the other mortgage banks to get 
funds and give loans to the agriculturistsP 

A. —I do not think that we go so far down. 

<J>.—Do you not think that there would be a competition lietween the 
joint-stock banks and these land mortgage banks? 

A. —There will bo no competition because each lias its own way of finnn- 

A .—There will be no competition because each has its own way of financ¬ 
ing and those whom some of the banks do not help will go to the other 

Q .—Do you think there is sufficient board in the villages for attracting 
It as deposit to these joint-stoik banks? 

A.—I think that the people in the villages are very poor and very im¬ 
provident. If thev get anything by wnv of sale of produce at tho harvest 
season, they spend and during occasions of marriage they are very improvi¬ 
dent. That is theiv economic position everywhere. 

Q .—Yon know that these people invest their money in jewellery and 
also keep cash with them. Could all this money he diverted to hanking 
business r 

A.—Yes, if thov are taught that by keeping money with them they 
would lie losing what they might otheiwisr get and if they also have tho 
courage and the confidence that the joint-stock hank iR a safe place in 
which thev can invest money. Then 1 think that much of the money now 
being hoarded will he forthcoming. 

Q. —You are therefore for creating n hanking habit? 

A.—Yes, but the banking habit must he taken to the very door of the 
people. It must not be made difficult hut it must he made as easy as 
in the case of the Post office. 

0. —You mean that it should he like the Post Office Savings Dank? 

A.—Yes. 

Q .—What facilities would you afford to the-r people to open savings 
hank account in these branches® 

A .—T think a better rate of interest mn he given. 

0.—What is the rate of interest now allowed? 

A.—I am giving 4J pei cent. 

0. —Can von raise the rnte 9 

A.—No. 

().—Would you allow this savings hank account to he operated liy means 
of cheques? 

A.—It is current now. Cheque forms without the use of the stamps are 
being utilised. 

Q. —Ts it prevalent all over the Presidency? 

A.—In all my branches it is so. 

How will you discriminate between a cheque drawn on n current 
account and a cheque drawn on the savings bank account 9 

A.—So far as the form is concerned there is no difference. But in tho 
case of the savings bank account tho pass-book should accompany. 

Q .—Is it not enough if you ask the savings hank depositor to write on 
the face of the cheque ‘ Account—Savings Bank ’ instead of asking him 
to bring the pass-book? 

A.—No, because the pass-book is the security as in the ease of the 
Post Office Savings Bank. 

0 .—Are these cheques negotiable 9 

A.—They are negotiable only if the pass-book accompanies. 

Q .—What I want to find out in how to fa< dilate the negotiation of 
cheques. Would yon have anv objection in allowing those who have sav¬ 
ings bank account to draw cheques specifving against them that it jij 
cavings hank account? 

4>—Of course that could be printed. 
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Q '—Would you have any objection in the pass-books being written up 
periodically? , . , „ . , ,, 

A ,—No. But my object m giving a higher rate of interest on tiio savings 
bank account is because there is n cheek on tho withdrawals and there iB 
bound to be some money remaining always with us. But in tho case of 
the current account a man is at liberty to withdraw liis whole bnlance 
without giving me any notice. So if the restrictions in regard to the 
withdrawals are removed then there will he no difference between the savings 
hank account and the current account and there will not be that considera¬ 
tion for giving a higher rate of interest on the savings bank account. 

O .—You want some sort of handicap then? 

A.—Yes. But the pass-book has to accompany, because it is said that 
a man shall not draw more than Rs. 100 in a calendar year. Supposing 
three cheque forms are sent simultaneously in the name of throe indivi¬ 
duals. To which should 1 give preference? 

0.—So you want to restrict the negotiation? 

.4.—Yes. At the same time there should he a cheque on the withdrawal. 

0.—You still think that von can cultivate the savings habit? 

A.—Yes. 


The Chairman : The onlv object of using the cheque is to avrtid stamp 
duty? 

A. —Yes. That is the only privilege now accorded. 

Mr. filojxila Me non : Do yon think that the people have opened move 
current accounts after the abolition of the damn duty on cheques? 

A. —Yes, to a certain extent. 


0.—Do you have an appreciable increase in your hank 9 

A. —Yes. The aeeount. has increased considerably. I have introduced 
also the vernacular script hut it has not got on somehow. 

0.—Do you think that in the towns where you have opened bran-lies 
the people are finding it difficult to fill the forms printed in English? 

,4.—Yes T do. f insist on the vernacular script being adopted in the 
village tracts. 

0.—What about your view with regard to the endorsements in the 
vernacular ? 

.4.—That is one of the items in regard to which the Negotiable Instru¬ 
ments Act should he simplified^ 

0.—Do vou find much difficulty in deciphering the endorsements on a 
cheque made in the vernacular 9 

A .—All these observances in regard to the endorsement heing correct 
have been the outcome of the foreign environments. Suppose the endorse¬ 
ment is ‘ Jones Esquire ’. Certainly the cheque will be returned. 

0.—What sort of cheque—hearer or order? 

A .—Order cheque of course. No normal man will while making the 
endorsement write after bis own name the word * esquire * and naturally 
the hank suspects a forgery. No decent Englishman would say ‘ esquire ’ 
after his name in the endorsement. But here in India there are ever so 
many difficulties. Suppose a man of the name A. Krishnaswami /i/cr 
writes ns ‘A. Krishnaswami Aii/rr’ the cheque will ho returned. After 
all Aiyer or Tyer is not a part of this nnme. All these difficulties are of a 
technical nature merely. 

0.—Wlmt you say is with regard to the blank endorsements where thr 
bank’s responsibility is not so much ns in the ease of restrictive endorse¬ 
ments. Ts that not so? 

A .—But at any time an endorsement in blank may lieeome a, restrictive 
endorsement. That is one of the points now taken up by tho legislature. 

0.—Do yon want to restrict tho rights of the holder of bearer cheque 
to endorse it specially payable to somebody? 

A.—My own opinion is this. There is the production of a cheque which 
purports to be endorsed by a certain person. The person paying in the 
ordinary course of business is exonerated. But now it is restricted to the 
payee and the cheque will hare the signature of the payee. All this tech¬ 
nicality has to he removed. 

0;~Tf a bearer cheque is endorsed specially to a person are .von for 
restricting the power of tho holder for endorsing it in that manner? 

A.—You can put a check on that. 
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O —Al l that you want is that it should be regularly endorsed P 

l.y-Tsi- These technicalities should not be made to apply. The ques¬ 
tion is whether an endorsement is a bona fide one or whether it gives rise 
to suspicion. 

Q .— Do you find much difficulty hi paying cheques on which endorse¬ 
ments are made in the vernacular ? 

A .—Yes. 

Q. —Therefore, \ou want to restrict theii power ? 

A.—No. It is this way. The cheque says 1 Messrs. Bell & Co. ’ written 
in English and the endorsement is in Tamil. The question is whether the 
English phraseology should he translated or whether it should be trans¬ 
literated. That has always given me trouble. 

Q .—Apart from that, if the endorsement is made rorreotly you take 
the cheque? 

A. —Yes. 

Q. —Do vou know that there is a legislation now pending in the Assembly 
in which tfieie is objection to the uso of the vernacular endorsement and 
what opinion have yon got to express on that? 

.4.—There cannot he any difficulty in regard to that because our officers 
who know the languages of the people can easily decipher the endorsements. 

Mr. Jlftirxon Ts it not enough if the endorsement is phonetically 
correctP 

A.—Yes. That is what 1 am driving at. 

Mr. Gojtala Merton . On page 5 of your written evidence you make some 
observations with regard to the Imperial Bank. Do you want that the 
Imperial Bank should ho devoid of Government funds ov in the alternative 
that it should deal with public funds only? 

A. —No. Tt is not so. Tt is non neither n reserve bank nor a commer¬ 
cial bank altogether. Tt enjoys the benefits of Government and aB it deals 
with all Government dehts, it is entitled to some commission and various 
other privileges. But then its free use of public funds against the joint- 

stock hanks is a real cause of complaint. 

Q .—You do not think that if is |>ciforming the functions of a central 
banking institution now? 

A. —Yes. Either it should not compete with us in the mufassal or 
we should also have proper guarantees ol some measure of public finances. 

Q. —But ns it stands now it is rendering help to other financial insti¬ 
tutions and agencies. Do von have any cause for complaint in that 
direction ? 

A. —Yes, because they always offer cheaper rates 

Q. —T am onlv telling you of the relationship of the Imperial Bank with 
other banks, and agencies. They are helping the Marwaris and Mnltams, 
small money-lenders and exchange hanks by way of overdraft and they 
are also rendering help to produce merchants and middlemen. They nre 
Tendering heln to co-operative societies. Then what else do yon wantP 

A. —Yes, they do. 

Q. —You therefore think that there is not much of a co-ordination be¬ 
tween the Imperial Bank and other financial institutions in the country P 

A. —But it could he improved. There is some co-ordination now, 

Q. —In your opinion, therefore, the co-ordination should he increased 
and the basis of competitive element abolished? 

A. —Yes. That co-ordination should he increased towards other banking 
institutions, but with regard to small hankers such as money-lenders, they 
should conform to eertaih regulations. They are not publishing their 
balance sheets, their accounts are not being audited, they do not publish 
their statements of assets and liabilities, etc. 

Q. —Do you think that because these small monev-lenders are not keep, 
ing regular accounts, and the accounts kept are in their own language 
there will be any difficulty for the Imperial or the Central Bank, when 
established, to create mere co-ordination? 

A .—Yes, they do. The Income-tax officers inspect them occasionally. 
But T think that their accounts should he audited and that they should 
make out tiheir balance sheet in English so that the Imperial Bank may see 
their financial position properly, 
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Q, —t want to know to wliat extent you. are rendering help for financing 
the trade of this Presidency and in what ways? 

A.—We are financing the Cliettiyars and othor small bodies. We have 
discounted Muttaui hundis to about Hs. .‘10 lakhs and in the brunches we 
loud freely on agricultural produce, in Alleppcy we have opened a branch 
and are doing good business. Hut there it is one kind and in Guntur it 
is another. In Madura we used to finance on dye-stuffs and yarn largely. 
But after the War that business has been stopped. 

(J .—What is the total amount ol your fluid reserve now ? 

A.—If Government paper is included, it will come to Rs. 50 lakhs. 

y.—What proportion of it do you utilize in financing the trade of the 
country P 

A. —in Guntur we have placed about Rs. 31 lakhs, in Alloppey about 17, 
and in Coiuibafore about a few lakhs. Ail these, 1 think, come to about 
Rs. 50 lakhs. 

O .—On what articles do you lend generally? 

A.—llice, groundnut, cotton, etc. 

<J .—Is it as open loan or as koy loan ? 

A.—Mostly key loans. Kxcept in the case of a Tea big merchants in 
Alleppey we have not given open loans. 

(J .—Do you think that the loans you are giving to the Maiwuris end 
Xattukottai Cbettis are indirectly helping trader 

A.—Certainly. Because they bring on genuine trade paper. 

Q .—Have you any proposal to make with regard to clearing house sys¬ 
tem, and when you have branches in the tillages and mufassnl towns, what 
agencies should be luougiit into existence in order to connect the clearing 
house of the towns with the mutassal r 

A.—There may be clearing houses m district centres and if there arc 
too many villages they may lie subdivided into several sections and these 
muy he brought into any ol the clearing houses. 

Q .—I take it that clearing houses ought to be in the headquarters of 
the townP 

A.—Yes. Wherever there are many cheque transactions there ought to 
be a clearing house. If cheque transactions are not enough there is no 
use in opening clearing houses. 

Q .—l therefore take it that in order to facilitate business you want a 
country clearing and a town clearing? 

A.—Yes. 

Q. — WlnU are the conditions under which you are entitled to become 
a membra of the clearing house? 

A. —The Imperial Bank does not admit everybody. I think some statua 
is necessary. 

Q .—Do you think the present conditions are quite enough? 

a.--I turns, it is unite enough. 

Mr. Iir.ui.toit : Muy 1 ask you something about licensing oi warehouses? 

I suppose that you have constructed warehouses and that they are controlled 
by some reputed authorities who guarantee to the receipt. What proportion 
would you suggest of the total amount of the produce should lie guaranteed? 

A.—Twenty-five per cent oi the total amount. 


A.— Yes. The bank itself may guarantee. 

Q .—But it must be a constituted body? 

A.—It has to be recognised. It may be some joint-stock company or some 
licensing body of considerable financial status. If the warehouse is to be 
constructed in a village, some village bodies have to bo constituted. There 
is the village union which may undertake this. 
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Tic Chairman: If it is your desire to extend godowns in villages, and 
towns, 1 may say that co-operative societies have been pushing the business 
for some time, and the difficulty is that if they leave this work to these 
bodies, by the time the goods are taken out to the market, they find the 
goods damaged or eaten by worms. A specific instance like this has come 
to my notice. 

A.—-But it would not be the case in general. 

Q .—This is what happens if you lend on produce which is retained in 
the custody of the borrower. You say there are different ways of storing. l>o 
you simply put the paddy into a godown, or preserve it in any other manner!* 

A .—We only preserve turmeric, but not paddy. It depends upon the 
nature of the goods to be stored. 

Q .—if you think that this is a workable pioposition, can you suggest 
the reason why many have not come forward, though Government have 
offered to giro the co-operative societies loans up to 25,000 in each case 
and pay half the cost of building these godowns, and a concession that the 
loan may lie repayable in 20 years ? 

A. —1 have no experience of that. 

Q .—The reason appeals to me to be this. The cost of a godown to be 
constructed by Government is rather heavy; tlic godown is to be a solid one 
which can be locked up efficiently. It is only going to lie used for a very 
short season in the year. In the rest of the year, i.e., for nine months, 
when you have got nothing to store, it has to lie idle. The godown must 
fetch sufficient profit during the three months during which it is to lie used, 
and considering the godown rent, the capital involved, it is hardly u pro¬ 
fitable proposition and hence their unwillingness? 

A. —Yes. That is a serious mutter, no doubt, but if it is not possible in 
villages, in big towns the scheme may work successfully. 

Mr. lleursou: Particularly in the north-east, the Imperial Bank ad¬ 
vanced lot of money as key loans. They are unsatisfactory. We had to go 
and inspect them very often and we found that quite unsatisfactory? 

.4.—I think anybody advancing money on goods in godowns must nocos- 
sarily go and inspect them, unless they are insured. 

Mr. Gopala Mown: Are you not getting those godowns insured? 

A.—Yes. 

Mr. Urunon : In your written evidence you say that though the feeling 
is very strong against their existence, still the Manvaris arc tolerated as a 
necessary evil. You say that they charge fur higher rates of interest. Are 
the Marwaris to lie blamed for that? Don't you want to reform all social 
and particularly marriage customs o! the country? 

A.—The reason is the improvidence of the people. 

Q. —Don’t you think that they must naturally have to charge a higher 
rate of interest to cover risks? 

A. —But there ought to fie h limit, to it. They usually charge usurious 
rates. 

The Chairman: The Manvaris function ns pawn-broken; nlso. They lend 
on vessels at a low rate. I have examined a certain case myself. I find 
that in the above eases they are lending at uliout 6 per cent interest. 

Mr. Thomas: Aie there sufficient facilities for the financing of internal 
trade in South Tndia at presentP , 

A.—f think there ran be more. 

J .—In what way? 

•-‘-To finance agriculturists, to lend them on their goods and on pro¬ 
notes. We have not got sufficiently into the interior at all where real pro¬ 
duce is marketing. , 

Q .— Are there sufficient facilities for discounting internal bills of exchange 
or hundisP 

A. — It is all a question of banking facilities—which must be improved. 

J .—Why are they lagging behind P 
.—There is not sufficient encouragement. 



0.—By whom and in what ways? 

J.—The difficulty is this. When a branch bank is started m the urban 
area, we ought at Jeust to get a certain deposit to run the o/fico. it is not 
always possible to expect money from tho head office to the branch. In the 
season every available mohey is utilised in the head office itself. It is only 
in tho off-season that the trouble arises, and unless there are deposits in the 
villages themselves, there will be difficulty felt to run the bank. 

Q .—Which are the institutions that now finance internal trade? 

A.—The Multanis, the local money-lenders and co-operative banks. 

Q.—Do not the brunches of the Imperial Bank finance internal trade? 

A.—Wherever tho Imperial Bank has got a branch it does. 


Q .—You also finance internal trade, don’t you? 

A.—Yes, we do,. Wherever we have got brunches, wo do. 

J .—Do you require any facilities for ibe same? 

.—There is a great need for that. 

Q .—Do you finauce industrial operations? 

A.—No. 


Q .—What about the Bezwada mills? 

A .—We do. That is one of the latest instances. 


Q .—You have been also financing the copra industry in Alloppey? 

A.—Yes. 

J .—Ts that imlustiy successful? 

.—Quite successful, we have no reverse. We also finance gioinidnut 
industry. 


'.—Do you underwrite? 
.—No, we do not. 


Q.—Do you carry on agency business? 

A.—Yes. We are now agents for the Central Bank ol India, Bombay. 

Q .—Do you collect dividends and other dues for your clients? 

A.—Everything for others. 

Q .—What kinds of doposit do you take? 

A.—Wo take, three kinds of deposits—current, fixed and savings banks. 
And in the season when there is great demand lor money 1 pay a high rate 
of interest, ii l could invest it on a better enterprise. 


Q .—Your deposits have increased during the last 10 years? 

A.—Considerably. I think it is one crore and 86 laklis as on 31st Decem¬ 
ber 11)20 and 1 think 1 liaVe increased it by 50 lakhs in the last three or 
four years. 1 am only speaking from memory, hut 1 may say that it is 
increasing in leups and hounds. 

Q .—Have you been increasing it at the expense of some of the other 
banking institutions ? 

A.—No. 


Q .—Do you know of any dwindling of deposits in other bUnks? 

A.—All the banks are getting more deposits. 

Q .—Have the exchange banks also increased their deposits ? 

.4.—Yes. they are also increasing. 

U .— From what class ol people do you receive deposits? 

A.—Mostly from the professional classes. The poor and middle class resort 
to the savings banks and the mercantile community and monied classes who 
have no other investment go to fixed deposits. They also open current ac¬ 
counts. Vakils and other professional nieu deposit their money with Nattu- 
kottai Chettis. 

Q .—Have you lowered or raised the rate of interest on deposits during 
the lust five years? 

A. — I have increased it. I have increased the rate to 5 per cent. 

•Q,—But 1 find that the tendency in th& money market has been to lower 
the rate? 

A.— It all depends on circumstances. When there are competing banks 
you hare to raise the interest. 
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0.—From what kind of banks do you fear competition P 
JL—1 fear competition with most ol the Government banks, particularly 
with tlieir treasury Imlunco and their periodic treasury certificates. The 
Government take up a lot of money which otherwise would have come to us. 
During the last fen- months, J have lost about 6} lakhs by way of deposits, 
for the depositors will get 51 per cent if they take treasury notes. 

Q .—So you have raised your rate ot interest on depositsP 
it.—Yes, by about i per cent for two years. 

(J .—On wliut security do you lend? 

A. —Mostly on house and buildings, on joint pro-notes, and joint signa¬ 
tures; then on collateral securities, on equitaldo mortgages and generally on 
produce. 

J .—Do you not lend to landoutiers outsider 
.—No. ’ unless they bring joint signatures. 

Q .—What is the percentage of your loans on mortgage ol lauds? 

A .—1 do not know'. 1 know only oi houses. 

Q .—How much? 

A. —If the amount is very large, say for instance Rs. 25,000 we will 
charge a bit lower than we would tor Its. 5,000. I take all precautions to 
see that the encumbrance certificates are appended and the party’s title 
is examined by my legal advisers. Every precaution is taken to see that we 
are not cheated. 

Q .—At what iate ol interest do yon lend on Government paper. 1 ” 

A .—IVo do not loud on Government paper, Iteeuuse the Imperial Bank 
offers at the bank rate; but 1 cannot lend at the bank rate. 

Q .—Did you do it" ioimerly? 

A.—No, unless the party requests. 1 used to tell them that the imperial 
Bank rate on Government paper would bo cheaper. 

y.—Have you advanced any money to Messrs. C. K. Narayaua Ayvur 
and Brothers? 

A. —By means ol some intuition I avoided it. 

Q .—Wliat fluid resources do you keep? 

A.—As fluid resource 1 keep about 20 lakhs ol Go\ eminent paper, about 
three to lour lakhs oi Municipal Bonds and n large cash balance with the 
Imperial Bank. 

S .—What is the proportion or extent ot such resouiees? 

.—It will lie from 12 to 17 per cent in the busy season. I may even 
be tempted to draw out a little more because I have got an overdraft ar¬ 
rangement. I can meet any demand by resorting to my overdraft resources 
In the slack season my percentage will be much more, even 20 per cent at 
times. 

Q .—Certain securities depreciate? Don’t they? 

A.—Yes, even Government paper sometimes goes down in value. 

Q .—Do you make any provision for that? 

A.—Certainly l do. I keep a contingency iund to rneot all such contin¬ 
gencies. 

Q .—Do you thiuk your fluid resources are sufficient? 

A.—From nij experience J find them very ample, and sufficient to moot 
even heavy demands. 

0.—If there is a run? 

A. — t ean manage even if there is a run. 

(J .—How many employees have you? 

A. —Do you want in my head office or including all brandies. 

V .—In the head office? 

A. —In the head office, I had about 60 clerks and about five or six officers. 
Q.—Are they all trained hands? 

A .—They are. 

0 .—What training have they had? 

A.—Some have passed the Gflvenunent Diploma in Accountancy while 
others have had training in other banks, 

O. —Do' you take graduates? 

A.—Oh, I have got so many. 



O.—How many have you? 

_I have got even half a dozen B.A.. B.Ls., and three or four Honours 

men. I find them very good. They pick up work very quickly. 

Q .—Have you any credit lines with toroign hanks? 

X .—I want to open. I am just getting into contact with the Midland 
Bank. Thero are so many remittances we make to England, remittances from 
our constituents lor the education of their children. There are so muny 
lawyers who want to remit money to the Privy Council and so on and hence 
] am making arrangements with the Midland Bank 

Q .—Have you been successful t 
A.—I am only just starting it. 

J .—You have some knowledge of nidhis, T boliev^ 1 
.—Oh, yos. 

Q. —Are they" really mutual credit institutions? 

A .—You mean like co-operative societies? 

Q. —Yes, mutual benefit rather than profit seeking? 

A. —They are not so. They are puoca commeicial concerns. They lend 
on houses and jewels to anybody and everywhere. 
ff .— Do they help the accumulation of savings? 

A .—Some of them have savings banks and current accounts. 1 know of 
some who had gathered good savings, 

Q .—Do you thinly the provisions of the Indian Companies Act sufficiently 
guarantee the security of the monev dennsited in the nidhis 9 
A. —l am not .sure. 

Q .—Perhaps yon know something about recent judgments about nidhis? 
A.—Yes, T know. There is a talk about their being brought under the 
Indian Companies Act. 

V.—-What protection would you suggest 9 

A .—At present tlie nidhis take in shares and take back shares as nnd when 
people like. I'nder the Indian Companies Act surrender of shares will have 
to he considered as writing off of capital and all the consequences arising out 
of that have to he observed. But this is very irksome, f think the snrrender 
of shares should not lie treated ns snrrender of shnre capital. That is what 
Diwan Bahadur Krishnnswnini Bao also wrote to the Government. 

The Chairman : Tt is surrender of share capital. Is it not 9 You cannot 
get away from that fact? 

A. —You |tay in and take it hack as you like. Of course technically it 
is so. But it is very irksome. It should he treated just like subscriptions, 
otherwise it will lie very difficult to carry on work. 

Mr. Thotnan: Arc the hooks of tlio nidhis properly audited? 

A. —Now they employ certified auditors nnd have tlieir books properly 
audited. 

Q. —Do you think the nidhis have too many directors? 

A .—T do think there are too many and that they are eating a major 
portion of the profits. Tn the Mylnporo Fund the number of directors are too 
much; so also in the Triplienue Fund. 

Q .—You spoke about pooling the resources of the indigenous hanker nnd 
tlio monev-Iender? How could we achieve this? What is the inducement? 

A. —They are to he taught by means of propaganda that hv (tooling their 
resources they stond to gain in every way. They will then find they can lend 
at cheaper rate and get tv better return. 

Q. —In that case will they he able to lend to ull the classes to whom they 
are at present lending, I mean especially the improvident classes? 

A. —Yes. 

Q .—At what rate do they now lend to merchants? 

A.—Tt depends on local conditions, hut T think T can say they generally 
lend at 12 per cent. 

Q ■—Ts that rate exorbitant? 

A.—Tt is not. 

0.—Do yon deal with Marwnris? 

A.—T do not deal with them direct except sometimes I discount their 
hundis, 
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—What do you think about the development of joint-stock banka in 
r» WI India? Whet are their principal tendenciesP . 

A. _J think there is a tendency towards stagnation. They are not making 

much'headway. I feel it in my own office. 


f .—Have vou not been opening many brunches P 
.—I have not, at least as many as l would like to. I want to open three 
more branches, but L am unable to do so. 


y.—wnyr « 

A.—Firstly. I cannot get properly trained men. Secondly T am not sure 
of a return and if I go to a place of some importance the Imperial Bank 
is already there. 

Q .—Are there not places where the Imperial Bank has not opened 
branches? • 

4.—There are several places, hut the fact is there is no guarantee that 
those places will be remunerative 

Q. —If von encourage the depositing habit, the branch will lie remunerative. 
Ts it not so? 

.4.—Yes. By propaganda work and bv opening tentative hanking offices 
new branches can he made paying. 

Q .—You spoke of lack of trained men. What sort of trained men do you 
require? 

4.—Book-keepei-s tan be ohtnined without difficulty and can he trained 
easily. It is the managerial staff that is difficult to obtain. 

Q. —Ts the G D.A. training sufficient for a clerk? 

.4.—Tt is sufficient for the post of an accountant, hut not for a manager’s 
post. 

Q .—What about the B. Com.? 

A .—Even there, there are two courses One is the secretarial nnd the 
other the accountancy branch. Rome Bachelois in Commerce nre auditors 
only. 

0. —Do vou hnpnen to know anything about the working of joint-stock 
banks in Malabar Tranvancorc and Cochin *> Do you know whether they aro 
developing on sound lines? 

A. —T am afraid thev are taking too many risks. The way they adver¬ 
tise and offer rates of interest are not conducive to sound hanking. 

<).—Would you suggest some form of legislation for joint-stock hanks. Bay 
ns in Canada? 

4.—T think our country is not so much developed. 

0. —Ts it n<tt time that something was clone to guarantee safetvP 

4.—Yon can do it, hut the Canadian methods nre verv much in advance. 

0. —But Canada is a new country? 

4.—Bnt everybody is literate there. 

Q .—Then what methods would you suggest? 

4.—Proceed to deal with the present difficulties and give more facilities. 
In the end we will gradually evolve a system of banking which is suited to 
the country. T will not advise the wholesale bodily copying of foreign 
methods. 


Q .—Do you know of nnv hank failures in the last ten yearsP Whnt 
were the causes? 

4.—There was the failure of the Bengal National Bank. 

0 .—T do not refer to other Provinces. I am asking about bank failures 
in South Tndia. 

d.—Tlie causes were due to speculative investments and improvidence. 

Jlfr. Mu think ('hettij)nr: Would vou hnve the Government run the ware¬ 
houses at taluk headquarters? Will not the banka have more confidence if 
the Government were to run themP 

4.—-Certainly. I shall he only too glad if the Government will under¬ 
take that work. 


The O.hnirmnu : Do you know the system prevalent in Java where the 
Government runs pawnshops? 

A. —T do not know of that. 



158 


Ur. Uvthiah CheHiyar: About agricultural paper you say that tha 
period should be longer. What would you suggest should be the period? 

A .—I think it should be 12 months. You will have to wait for another 
harvest. 


Q .—You wore saying about the exorbitant rate of interest charged by 
the money-lenders. What do you think will be«the net yield on the capital 
invested by the indigenous banker after taking into consideration the losses 
and expenses? 

4.—Of course when he charges the high rate of interest he takes into 
consideration the total loss, the partial loss, legal expenses, delay in recovery, 
etc. The indigenous banker realises on the whole 7 or 8 per cent on the 
capital invested. 

Q. —What will £e the yield to the indigenous bankers in towns, vis., 
the Mnltani and Nattnkottai fcthettis? 

A .—The yield on the capital invested will be of course 9 per cent. 

0 .—Do the indigenous bankers experience much difficulty in the recovery 
of their loam? 

A. —No, because they know the men, they are on the spot. 

J .—Do you mean to say that there is no delay in recovery at all? 

.—There are cases in' which delay occurs and for which they have to 
go to court for recovery. 

Q. —Can you give the proportion of loanable capital in the hands of 
money-lenders and indigenous hankers compared with the loanable capital 
with all the other banks? 

A .—1 remember to have seen a figure worked out in Mr. James’ book. I 
think the total loanable capital with them is 25 per cent of the whole. 

>.—My information goes to show that it is five-sixths P 
l.—It may be so. 

Q .—Could the indigenous bankers be replaced? 

A.—Impossible. 

I.—Has the co-operative movement to any extent replaced these people? 
.—Yes; they have relieved the agriculturists. 

Q .—Do the people in the villages prefer the co-operative societies or the 
indigenous hanker? 

A .—Now the methodical of them come to the co-operative societies and 
the banks and the improvident always go to tlie Marwari. 

X .—What is the rate charged by the co-operative societies? 

.—I think they charge 9 per cent. 

Q .—For what periods? 

A.—For short periods. 

—Have you heard of the penal rate? 

.—Yes, there is a penal rate. 

I.—Do you know anything about its working? 

..—I do not know. I have no experience. I know of the penal rate in 
tho Mylapore Fund, and l think it is 2 pies per rupee. 

».—Have yon beard of some societies charging 3 pies per rupee? 

.—May be, I do not know. 

Q .—Generally is not the ryot forced to pay the penal rate as the time 
allowed to him is very short? 

A. —Yes. 

J .—What is your deposit rate and your average lending rate? 

.—The average deposit rate is 4i per cent and the average lending rate 
per cent. 
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Q .—So you have a margin of 4 per cent. Is it not? 

I.—Yes. 

Q .—Do you not think that it is not possible to lend at anything less than 
12 per cent by the indigenous banker in the townP 

A .—It is only then that he can make something out of it. 

O .—Did you say hanks could he started in the villages P 
A. —Yes, village banka could be started, 

20 
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P. —You suggested propaganda work. What kind of propaganda work 
do ran suggest P 

A, —By means of leaflets, education, cinemas, and by bringing it to the 
notice of the villagers that instead of hoarding money they can put it in 
banks and earn interest. Of course, for all this some kind of personal argu¬ 
ment is required. . 

Q. —You were saying the indigenous hankers deduct interest at the time 
they give the loan. Is it not? 

A. —What 1 hare heard is when the Multanis discount hundis they deduct 
the interest at the start. 

p.—So far as the Xnttukottai Chettis are concerned do you know any. 
thing about them? 

A. —They do not do it; they are much more res|iertahle. 

Q .—What is the rate charged by the Urban bank? 

A .—Four per cent for one year. 4) per cent for two years, but in certain 
cases a little more. 

Q .—The deposits of Xnttukottni Chettiyars in Madras have gone down 
when compared with their deposits of a few years ago. What is the reason 
for the fallp 

A. —Some of the Chettiyars’ failures are responsible for this. 

0. —Is it one of the reasons? 

A .—May be. 

Q .—Do you think that the Xnttukottni Chettiyars cun attract deposits in 
the mufnssal towns where they have branches? 

A. —I do not think so. They lend in ninfassal nnd they get deposits in 
cities. 


0.—Some say that branches of the reserve bank should he opened not only 
in the Presidency hut also in other towns? 

A .—They cannot afford to do it. They must leave them open to the joint- 
stock banks. 


The Chairman : Mr. Balaji Hao, 1 may ask you a lew questions. What 
is the nature of the agricultural paper? 

A.—That reiers to the long-term usance; on produce, on pro-notes 
nnd on liundis; deierred puvmciit. say one year after date. 

(f .—What transactions do these represent? 

A .—Loans for cultivation expenses. Everything is included, even buy¬ 
ing of hulls, seeds, etc. 

0.—Would the bank discount such paper? 

A.—They ought to. 

0.—Do you expect it to lie repaid within two years’ time? 

A.—They ought to take long-term deposits also. 

p.—The nature of the business ('rentes sonic difficulties. Would vour bank 
at present discount it? 

A.—Not at present because so much of money is on demand. All my 
deposits fall due within two years. 

0. —What is the chance of the agriculturist repaying in time? 

A.—The produce and the property are sureties. 

p.—How do you recover the money? 

A.—By attachment and by legal proceedings. 

O.—This will take a very long time, 

A.—Yes. 


Q .—Do you think that your hank would be prepared to take the rink? 

A.—Yes. it the people are educated and pay the interest. 

0.—You have to educate very many people. You would not undertake to 
do that business at once? 

A.—Until there has been a general increase in the hanking education, T 
’would try it on a small scale in some first-class villages. 

0.—-Would your bank accept such paper? 

A. —Yes, they would. 

—Can they realise the money so soon? 

.—There would be no difficulty. 
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Wo do not insist on 


Q .—Do bank* discount such paper which is due to be repaid in two years’ 
tirneP 

A.—They at present take on demand deposits. To discount such paper 
they should attract long-term deposits. 

>.—Some of your borrowers ore agricultural people? 

L—Some of them ure. They take loans for one year and renew it after¬ 
wards if the crop fails. 

(J .—Is theio no security at all? 

A .—1 can attach their crops. 

Q .—You can attach only through a court of luw. Then how long will it 
take? 

A .—1 can attach them before judgment. 

Q .—You want a \cry large stuff? 

.1.—We can get them cheap in the villuges. 
graduates. 

-Wliat about getting deposits irom them? 

-We employ respectable jieople. 

Mi. Copula Mciion: You know that the Agricultural Dank ol India has 
opened branches in the City of Madras and other towns? 

A. —Yes. 

Q. —Have you heard of that bank advancing money in the form now 
suggested to us? 

.4.—No, I have not gone into it. 

Q .—Is it not the proper iunction ol sueli bunks to udvunce money on 
agriculture? 

.4.—My statement was that if the agricultural banks are not there, the 
joint-stock banker may step in and do that work under certain conditions. 

y.—What is the amount you will advance to them roughly lor agricul¬ 
tural purposes ? 

.4.—Say 50 per cent ol the value of the crop. 
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.—What is tho security behind those papers? 
.—I want u joint security. 


The Chairman: You spoke ol the use of cheques in your branches. Are 
those cheques used to any great extent as negotiable instruments? Am f 
right in saying that in a majority ol cases it is simply sent to tile bank and 
encashed on the spot? 

A.—They do not circulate very freely.. 

Q .—Why is that, do you know? 

.4.—1 think they suspect the man may huve urgency of roalising the cash. 
Tho man who receives the cheque is himself in need of cash. There aro 
others who will quickly cusli the cheque when the drnwer is not known? 

Q .—1 will quote a case which came to my notice in Timievelly. There a 
man had a current account. He drew a cheque to pay u merchant but he suit 
his own cheque to the bank and drew cusli and paid the cash to the mer¬ 
chant instead of drawing the cheque in favour of the merchant and sending 
it to him—is that common? 

A.—Still cheque habit has uot developed in the different places. 

Q .—Now regarding the question of hoarding in villages hare you any 
reason to suppose that any of the hoarded money is non- coming out? 

-A.—To a certain extent conditions are better now. The increase in fixed 
deposits represents the increase in the amount of currency in circulation. 

0.—Does it represent other hourdings coming out? 

A.—I believe the bank habit is catching on. More money is being in¬ 
vested and is put into circulation than left idle. 



Mr. Mittkiuh Chetliyar : Could you not lower tire rates charged to indi¬ 
genous bankers)' 

A .—It won’t pay. 

Mr. Gopah Meuon : Have you any idea of the deposits in these banks P 
What is the security for these depositors? 

A .—I think there should be some representative of the depositors on the 
board of a bank. 

Q .—You mean representatives of the depositors on the Itoard of the bank 
but in several hanks representatives of tho depositors are serving? 

d.—They ought to be in it. 

Mr. Muthiah CheUiyar: Should there, be uo election for theso represen¬ 
tatives? 

A. —No; they may form a body by themselves. The period of director¬ 
ship of their representative may be five years. In our bunk it is throe years. 
The director need not be a depositor but a representative to watch the 
interests of the depositors to see that the deposits are properly invested and 
fairly distributed. Some have spoken to me about that scheme. 

. (The witness then withdrew.) 
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Oral evidenee' 

Mr. Cottula Mr nun : Mr. Kamanathan Chettiyar, your community is 
hereditarily known us an ancient class oi bankers? 

A.—Yes. 

Q. —Your communities' trunsuctions extend to the whole of India and 
outside India? 

A.—Far beyond. 

<j .—Who manage-, your offices in the mufassal? 

A. —The principal and the agents. 

Q .—Is the principal always present or is it generally done through your 
agents P 

A. —Through the agents but the principal controls. 

Q. —Have you at any time noticed any defalcations? 

A .—Occasionally. 

Q .—Not generally? 

A .—Not generally. 

(J ,—You have found them to be thoroughly honest? 

A .—They are thoroughly honest. 

Q. —You have entrusted them with a large amount of capital? 

A.—A very large amount. 

Q ,—In the second parugraph of your written evidence you say “ The 
rate of interest charged on customers is not heavy and they may be in a 
position to reduce it if the Imperial Bank also does so ”. So you are for 
a definite and fixed relationship of the rates of your borrowing from Hie 
Imperial Bank or any other ceutrul institution to be fixed in relation with 
youra? 

A.—Certainly, the rate of the Imperial Bank will affect the interest of 
the Chettis. 

Q. —You are for creating a fixed relationship, namely, the rate of interest 
charged by the Imperial Bank? 

A.—It need not be created but certainly it will arise. 

Q .—Even without that fixed relationship can you say the margin that 
ought to be established, roughly at least? 

A.—You cannot create that relationship. If there is a lower rate of 
interest in the Imperial Bank, there will l>e a lower rate among the Chetti 

bankers. 


For written evidence, vide pages 253-264, volume II. 
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Q .—Can you tall me what the margin is? 

A.—'The bankers take the demand for money and the market into consi¬ 
deration and fix it. It may be 1 per cent more and 11 per cent and some¬ 
times even 2 per cent. 

Q .—Is that the difference now? 

A.—The difference for the present may be 11 to 2} per cent. That is 
the difference that we find. That is only tor Nattnkottai Chettis. We lbnd 
even at this rate or even at a higher rate than this for others. 

Mr. Uearton : Above bank rate? 

A. —They are borrowing from the Imperial Bank. 

Mr. Gopata Menoii: Do they also adopt a similar rate? 

A.—1 do not know much aliout it. 

Q .—Because we have heard that this difference is sometimes doable and 
trip.e, 1 am putting the cjuestion. Are you positive that the difference 
is only about 1 to 11 per cent. You say that in places where the indigenous 
bankers establish branches, the joint-stock bank should not be allowed to 
open branches. What are your reasons? 

A.—The thing is that if joint-stock hanks are allowed to establish branches 
in local centres, there will lie no room for the indigenous banker to spread. 
Bather there will be competition Itetween the indigenous 'banker and the 
joint-stock banker in which case the indigenous bunker may not flourish 
and may not be able to compete with them in the long run. 

Q.—Are they not living side by side now? 

A.—Now there are some branches. There may be many hereafter. 

Q .—Have you lieurd of auy country in which they have imposed similar 
restrictions ? 

A.—1 am not sure, indigenous banking died nut in England because, of 
the establishment of joint-stock banks. Similar banks hare developed into 
banking institutions. We do not find much of indigenous banking in 
England. 

O.—You are thinking of the position that will come into existence if a 
Bunking Act is put into operation? 

A.—If joint-stock banks are established in plenty. 

Q. —You are thinking of the competition if the Government introduces a 
banking legislation. That is your idea. Ts it not? 

A.—L think if joint-stock hanks grow in number certainly there will lie 
a fall to indigenous bankers. It will affect the indigenous bank. 

Q. —You know when the Bank of England was first started there was a 
condition that no bank should lie established within a certain area. But 
afterwards that sort of restriction was removed in order to find room for 
other money-lending institutions. Is it your idea that these indigenous 
bankers will combine and sturt joint-stock banks? 

A.—There is no such combination uud they may not start. 


Q .—You want that indigenous bankers to prosper without hindrance 
from outside agency because there are plenty of advantages in it. You 
want to include Marwaris, Nattukottui Chettis and all kinds of indigenous 
bankers. You say in paragraph 8 of a central institution and that the 
Government of any country guaranteeing safe return of deposits would 
help them? 

A.—Yes, it would. 

Mr. Muthiah Chettiyar; What is the rate allowed by the urban banka 
on deposits? 

A.—For deposits 4 per cent for one year, 4J per rent for two years but 
here in certain special cases a little more. 


Q .—Nattnkottai Chetti deposits in Madras now have gone down when 
compared with their deposits a few years ago. What is the reason for 
thef all P 

A.—The history of the Chettiyar failures is responsible for this. 


J .—Is it one of the reasons? 
.—Mu y be. 



Q ,—Do you think the Nattukottai Chettiyars can attract deposits in the 
mufassal placesP 

A. —I do not think so. They only lend in mufassal hut they got deposits 
in the citias. 


Q .—There are some who say that branches of tho reserve bank should 
be opened not only in the Presidency town hut also in other towns P 

A .—They cannot afford to do it. They must leave them open to the 
joint-stock banks. 

Mr. Oo]iah Menon : In paragraph 7 of your written evidence yon say 
that the deposits in or the borrowings of private banks may he guaranteed 
to a certain extent by the Imperial Bank. Have you heard of any Govern¬ 
ment in any country guaranteeing the safe return of deposits made with 
private banks P 

A .—This can lie done hy the Imperial Bank levying a fee for guaran¬ 
teeing n certain portion of the deposits on certain conditions. 

Q .—But will not the deposits he very large? 

A. —They may limit the proportion of the deposits and they may aee tho 
balance sheet and other things. They may also fix the extent to which the 
indigenous banks may he allowed to take deposits and to that extent they 
may he guaranteed. Bather instead of the Imperial Bank lending money 
directly to the small trader they inav guarantee the deposits of the small 
traders or the indigenous hanks and thus allow the indigenous hanks to 
take in more deposits and facilitate them to lend money to the small 
traders. 


Q .—But how can the central institution guarantee the repayment of tho 
deposits invested in the indigenous hankR? 

A .—It is something like lending to the indigenous banks. Instead of 
lending to the indigenous hanks you guarantee the deposits and that comes 
to the same thing. 

Q .—What is the sort of security that you can offer to the central insti¬ 
tution for doing this sort of guarantee work? 

A .—The immovable property or any other sort of security. 

Q .—Under the Imperial Bank-Act T think they cannot lend money on 
immovable property. Is it not so? 

.4.—Yew. They may take any kind of security. 

Q .—So yon want the hank's money to be earmarked for the purpose of 
guaranteeing P 

A. —Yes. But the Imperial Bank may charge a certain fee for that 
purpose. 

Q .—Do you think that any central institution would undertake a work 
of that kind? 

A.—Certainly, if it is profitable. 

Q .—Is it your idea that by doing that gi-eater confidence will be created 
in the minds of the people to' resort to the indigenous hanks? 

A .—T think so. 


Q .~In that case is it not enough if the public come to know of the 
sound financial position of the indigenous hanks by other methods, such as 
their financial standing with regard to their assets and their liabilities? 

A .—There is no necessity for all these because there is no facility offered 
to the indigenous liank-s. 

Q .—According to you this guarantee hy the central institution is to create 
confidence in tho minds of the people and to thereby attract more deposits 
to the indigenous hanks. But if you can create that sort of confidence by 
other methods do you want a central institution which could utilise its funds 
far other purposes to step in and do this guaranteeing business? 

A .—They do not waste a single pie hy guaranteeing. On the other hand 
they will be able to get more by way of fees. 

Q .—But suppose there are certain number of failures. Then the central 
institution will nave to step in to make good the amount? 

A. —Yes. Sometimes a wrong judgment may lead to such losses. 
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Q. —Yon want to create confidence in the minds of the people and if you 
can do'that by other means do you want the central institution to proride 
funds for guaranteeing purposes P 

A.—Yes. Provide the unnsed funds; but the publication of accounts 
and all that will simply involve expenditure without any compensating 
profits. 

Q .—Even now you publish your balance sheet just like the joint-stock 
banks. If they are properly audited and if there U going to be a legislation 
in regard to the indigenous bankers as a whole, that win create more confi¬ 
dence in the public. Would not that be enough f 

A. —It is an interference which may not be very much liked by the 
public. 

Q .—Do you not think that Government supervision and audit would 
create confidence in the public P 

A. —I do not think so. 

Q .—Then are yon not limiting the banking profession to a certain class 
of bankers who satisfy certain conditions in order to attract more money 
into their business P 

A.—I am not for any kind of restriction to ho imposed upon the indi¬ 
genous bankers. 

Q .—Suppose you want more funds to be supplied either by the Govern¬ 
ment or by the central reserve bank if it comes into existence. Would 
you not like to have a certain amount of money as deposit with the Govern¬ 
ment or with the central institution if that is insisted upon in order that 
the indigenous banker may get more accommodation from the Government 
or the central institution? 

A.—Certainly. But it should he made, optional to the indigenous bankers 
to choose as they like, and not obligatory. 

Q. —So yon are prepared to agree to making a deposit either with the 
Government or the central institution and undergo an audit P 

A. —Yes, if the indigenous bankers choose it os advantageous. 

Q. —You say in paragraph 10 of your written evidence that the Regis¬ 
trar’s office should have a record of rights. What do you wantP 

A.—Now if you apply for an encumbrance certificate it takes a good 
lot of time, lien you choose the document you desire and apply and 
get it. It may contain nothing and yon apply again and months are taken 
in ascertaining the title. What I want is that every transfer of interest 
in immovable property must be recorded in the record of rights and the 
paper showing the owner of the property may be given to the owner so that 
he may easily transact business on the strength of that and take loans 
giving that as security. 

O.—You want that to be done? 

A.—Yes. 

Q. —In the last paragraph (paragraph 12) of your written evidence yon 
want certain restrictions to be imposed upon the non-Indian exchange banks. 
What kind of restrictions would you place either on these exchange banks 
or the foreign insurance companies so that this country .where they make 
the profits may be benefited P 

A.—One thing is that non-Indian exchange banks should not hereafter 
be allowed to grow. 

Q .—Do yon know that the capital in these hanks is entirely foreign P 

A.—Yes. 

0.—Do you know that they are started in foreign countries either under 
a charter or by incorporation P 

A.—Yes. 

Q .—Do yon think then that the original directors will allow the branches 
to be started on the conditions yon mention? Do you think that they will 
agree to any proposal like yours? 

A. —Then the hard fact will remain that the whole of the exchange will 
be in the hands of foreigners. 

{}.—Are there any Indian banks that tried to do the exchange business 
and did not. successfully compete with these exchange banks? 

A.—Bo far as the eastern countries are concerned, there are the Nattu. 
kottai Nagar attars who are doing that business. 
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Q .—Their business is only buying bills for transmission purposes. Is it 
not soP 

4.—Yes. 

t ,—Do they buy bills and sell them in tho open market? 

[.—They do not sell them in the open market. 

).—You obtain drafts for the goods that you shipP 
.—No. 

jj.—Then you do not do tlio business of an exchange bank? 

.—Not much of it. 

Q .—If you impose lestrictiom on the exchange banks, do you think tho 
Indian banks oan replace them? 

4. —They can slowly replace them. 

Q .—Do you think that sufficient money will be forthcoming in India to 
finance the large amount of export and import trade that is taking place 
in the various ports in India? 

4.—Slowly the money can be got. 

Q. —What will be the immediate effect of your proposal? 

4.—Things may not be done all on a sudden. They may slowly be 
effected. 

Q. —Is it possible to estimate tho probable period within which it could 
be doneP 

4.—The attempt has to be made. 

Q .~You say now that the Indian managed joint-stock hanks are not 
doing the class of business done by the exchange hanks which are really 
serving a useful function and you want still to restrict their operations in 
India. Am I right? 

4.—Certainly the Indian managed banks will come into existence if the 
restrictions are imposed. 

Q .—But do you not think that tho immediate effect will he serious 
handicap to the trade of the country? 

.4.—It will not seriously affect the trade because there is no sudden 
change. 

Q .—Do you know that even now the cry is that funds are not adequate 
for the internal trade of the country, that the financial facilities are not 
odcmiate and that no indigenous banker or Indian managed joint-stock 
banks are fulfilling their function adequately and it is therefore that we 
want more financial institutions to come into existence? 

4.—In that case you can give encouragement to the Indian agencies. 

Q. —You can ask for that aid but not to wipe out the exchange banks 
who are doing a legitimate business and are serving the country in a useful 
manlier. So vour opinion is to increase the growth of the Indian agencies? 

4.—Yes. The Indian agencies should be encouraged to grow as far ns 
possible and restrictions should be, plnced upon the growth of the foreign 
agencies ns much as you can. 

Mr. TTen rson : Do yon think that in India there are sufficient banking 
facilities? 

4.—T think that more facilities are required. 

Q .—We want banking facilities not for the bankers but for the public. 
It is the public that are reallv interested. Do you not think so? 

4.—Tf the banker have no facilities, necessarily the public have no 
facilities. 

<>.—Are there enough hanking institutions now? 

4.—There are. 

<?.—I see from your evidence that you are more for restricting banking 
facilities than for increasing them. Ts that not so? 

4.—T am not for restricting the hanking facilities. 

Q •—You want to close down the present exchange hanks, do you not? 

4.—I want also to increase the indigenous banks. 

21 



Are there sufficient banking facilities in India)* If not what steps 
should be taken in regard to itP 

A.—The advantage of the indigenous bank is that it is able to reach 
even places and persons which the joint-stock banks cannot reach and hence 
if facilities are given to them it would be certainly benefiting the public. 

Q .—But do you think it will be a good thing for the country if you stop 
the joint-stock banks from spreading up-country P 

A.—The existing banks may be there as they are. But let the indigenous 
banks grow and let there be no spreading of the joint-stock banks. 

($.—In paragraph 7 of your written evidence you say that some other 
institution should guarantee the deposits made in the indigenous banks and 
that otherwise the public would not trust them. Is it not sop 

A. —Yes. Now the indigenous bankers are not taking deposits. 

Q .—WhyP 

A. —Usually they are very shy of deposits. 

Q. —But you suggest that the deposits of the indigenous bankB should 
be guaranteed by some central body? 

A. —It may be done because it will help both the indigenous bankers and 
the Imperial Bank. 

Q .—In reply to Mr. Gopala Menon you said that some central insti¬ 
tution should guarantee the deposits in the indigenous banks. Why should 
you not have large joint-stock banks? Surely competition is good. Is it 
not? In this country you are not swarming with banking facilities? 

A. —I think that there are plenty of banking facilities to cater to the 
needs of the public. 

Q. —You think that there should be restrictions to the spread of the 
joint-stock banks? 

A. —Yes. 

Q. —As regards guaranteeing the deposits in the indigenous banks by a 
central body or the Imperial Bank, I think that the difficulty is this. If 
a loan is made to such indigenous banks, apart from it being probably 
secured, it is for a definite known amount, while for a central body to 
guarantee the deposits in an indigenous bank the obligation is of an 
indefinite and unknown amount and cannot lie secured. Do you not 
think so? 

A. —That is why I said that a portion of the deposits should be 
guaranteed. 

Q. —You mean a definite proportion? 

A. —Yes, say 25 per cent and they may also limit the deposits to n certain 
figure and they may ask the accounts to be shown to them? 

Q .—From day to day? 

A. —Yes. arrangements ran be mnde limiting deposits and asking the 
indigenous banker to stand by it. 

The Chairman: T do not quite follow you. Which is the institution that * 
should guarantee the deposits? 

A. —The central institution. Any central institution may guarantee. 

Q. —But are they going to guarantee your business when you are to 
have special facilities and you are to exclude them? Are they going to 
guarantee the transactions of their rivals? 

A .—It is not a question so much of rivals. 

Q .—But you suggest that they should be prohibited from extending tin- 
country and that the indigenous banks should be given facilities to expand. 
That is to say, your indigenous bank must be given facilities to expand 
and the other bank must be prevented from expanding and the latter should 
guarantee your transactions and enable you to expand. Is that not soP 

A.—It is not so. The Imperial Bank instead of lending money actually 
takes a portion by way of charges for guaranteeing the business of the 
indigenous bankers who submit to the restrictions the Imperial Bank may 
impose. It is more or less a case of money-lending by the Imperial Bank 
• itself. Only instead of reaching the small trader yourself you ask a third 
party to do it, and take the advantage of it, 



A lr, Gopata Menon : For that purpose is it not cuought if you have 
scheduled hanks instead ol u central bank with certain saioguardb? You 
probably remember that during the time ol the discussion on the creation 
of a reserve hank there was a certain number ol banks proposed as scheduled 
banks to that institution ? 

A. —Instead ol' starting new agencies with overhead charges you give 
loans to the indigenous banks who in turn give loans to the small traders. 
All that is wanted is a guarantee for the deposits in the indigenous banks. 

Q .—But before doing that there are several other conditions to bo 
fulfilled. Are there not? 

A. —You can impose restrictions. It is more or loss business. 

(J .—But il you have the scheduled banks, you would be satisfied ? 

A. —It will lie creating more agencies, it is more or less like starting 
branches. But there js this advuntage in the case of the indigenous banker 
that he gets into personal touch with the small trader whereas the other 
agencies do not and it will lie encouraging the persons already there to 
get into contact with the small traders. 

(J .—Even then you can get into touch with them. Do you not think sol* 

A .—But that is creating a double agency. 

Q. —You are there now and you will be made a scheduled banker to the 
central bank and get an advance lor your purpose. Will |tkat satisfy 
you? 

A.—That is more or less guaranteeing the lending. 

Mr, lieumuii : In regard tb the record ol' rights I do not quite follow 
you. Will you pleuso explain? 

A. —Every transaction relating to immovable property should be regis¬ 
tered in the Registrar’s Office or in a separate office, j’liat is every transfer 
must be recorded in a register showing the name ol the person having 
ownership of the property and you may be given a copy ol' tho register 
showing all the transactions therein. 

Q .—Is that feasible? 

A. —It docs exist in Malaya and other places. 

Thu ('/miluian : The difficulty is this. At present you have got the whole 
thing in the village officer’s uccounts and even there it is not continuous. 
The settlement register is written up oueo in 30 years. The patta is not 
a title deed and it is not obligatory on anybody to register it. it you make 
it obligatory you will give a tremendous power in the hands of the village 
officer. If it has to be done by the taluk office or the registrar’s office, then 
there will be a vast amount ol work involving a good deal ol' expenses. At 
present there is the village registration for purposes of making the collec¬ 
tions. l)o you suggest the coui'se that it should bo maintained and brought 
up to date for an entirely different purpose? 

A.—Yes. 

Q .—But you see that it creates a difficulty. It would have to be centra¬ 
lized and you could not do that in the villages. Do you not think so? 

A. —You can centralise. 

(j .—And then it will involve an enormous amount? 

A. —Yes. Considering the saving of money in litigation the expense is 
not much. 

Q .—You want to register mortgages? 

A.—Yes. 

0. — You do not want to register the lease of mortgages? 

A.—No; not leases for small periods. 

Q .—But will there not be great difficulty in ascertaining the exact 
position ? 

A.—It should be something like the swearing of the vakalat. The mort¬ 
gagor or the mortgagee or both should go to the nearest Registr ar’s Office 
or the nearest Magistrate’s Office and both should sign on a paper and send 
it on to land office. 

Q ,—Would this not involve a very great increase in the number of trans- 
. actions and a considerable increase in the staff to attend to itP 

A.—But there will be a corresponding decrease in litigation. 
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! (j. —-feut is there not this other difficulty, of having an efficient and 

hornet staff for the successful working? 

A.—That con be obviated. Tho system is working very well in the 
F.M.S. But we need not start all on a sudden. For every transaction 
that is done like the mortgage you may make it a point to send a note 
to the registrar. Bo inch by inch the work will be proceeded with and 
mortgage or lease will conie into it and slowly all the lands will come in one 
day if them are transactions affecting them and thus w«j need not incur 
a very big initial expenditure. 

Mr. Rearson : Regarding the exchange banks, they should by nature be 
international. Should they not? 

A.—Yes. 

V-—if there is an exchange bank in England it must have a branch in 
India. Now il' you say that for the brunch to bo here halt the capital 
should be Indian and that you otherwise mistrust these hanks, will not they 
in Englund retaliate and say that no cxchunge hunk which has more than 
half Indian capital should be there? > 

A.—But when they have branches here with Indian capital, surely there 
can be branches in England with English capital. 

y.—The essence of successfully working the exchange hanks depends on 
the international nature of those hanks and do you think they wilt occupy 
the present position they do li you insist on more than half the capital 
of their Indian brunches being Indian? Would it not break down the 
strength of these exchange banks? Would it not affect tho discountable 
value of their paper in IamuIou lor instance? Von say that tho foreign 
banks established in India should lie reconstituted altogether? 

A.—What 1 want is that they should take in more capital which should 
be Indian. 

Q. —That means that they should entirely cliunge tlieir character. Does 
it not? 

A. —It is not so. It affects only the bank in India. 

<J .—Suppose there is a bank in Loudon and in India. If all tlie persons 
of the bank were to entirely change their capital, then it will have to bo a 
different bank altogether. Will it not? 

A.—No. It is only a question of chunging the local capital. 

Q .—All the, exchange bunks are the same. One exchange bank may huve 
branches in India and outside. .Surely you cuuuot have one side of the bank 
changing the capital while there is no change on the other side? It is 
international in trade and there is no reason why you should imposo upon 
it local capital? 

A.—The branch in India and the branch in Ceylon cun have local capital 
and there is no harm in that. 

Mr. Thomas: I should like to know something about the competition 
existing between joint-stock banks and the indigenous bankers. You say 
that a banking monopoly will be created if joint-stock banks are allowed 
to open branches? How can that be? 

A.—Yes. All the funds would then be centralised in a few hands. 

Q. —This is rather strange; for it is generally thought that the extension 
of branch banking will have a salutary effect upon the money market? 

A.—They may be keen in having separate branches but they are not keen 
in having very big banks there. I think two or three years back when 
Mr. Bnowden asked a question in the House ol Commons whether there was 
any proposal to amalgamate the joint-stock banks, Coverunient seemed to 
have said that they looked with disfavour any attempt towards amalgama¬ 
tion. They were afraid that if ail these banks amalgamated there would be 
great consequences. If the joint-stock banks are allowed to open branches 
they will very much affect the growth of indigeuous banks. The only way 
of helping tiie indigenous banks would be by discouraging the starting of 
branches for the joint-stock banks or for the Imperial Bank. 

Q .— I take it that the reasons why you are for discouraging joint-stock 
bw*ka from going into the country are that they will capture all the business 
which the indigenous bankers are now doing? 

A.—-But £ think the indigenous banks may also grow along with the 
other banks. 
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Q .—Then why are you opposed to tlio growth of joint-stock hanks? 

A .—Because the capital is centred.in a few hands. It will be better to 
have many agencies doing banking than to have one holding the entire 
business. 

Q. —But joint-stock banks allow even ]>ooi- people to take shaves and 
thus all classes have an interest in them. But the indigenous bankers have 
no such relationship with the public. Is it not so? 

A. —But, tho shaves ave usually held by very rich people. The poor people 
do not general!}' take shares. 

(J .—There is notliiug preventing even the poorest of men from taking 
shares ? 

A. — f cannot say that. Wlmt I think is, usually the joint-stock banks 
arc managed and run by a few people. 

Q .—It limy lie so in some cases, but control is very diffuse in others, and 
there are ways of popularising control? 

.1.—But even then there will be capital in a few hands. You cannot 
avoid it. 

Q. —There are means of counteracting it. If people are satisfied that 
indigenous bankers provide ample facilities, joint-stock bunks would not 
have been resorted to by people, ns they have been ? 

.4.—Usually they do' not want joint-stock banks. 

(f ,—But are not joint-stock hanks making headway, all the same? Don't 
you know a few, even Indian-mnnaged ones? 

A. —Certainly there are joint-stock banks. Only a few people want it. 

Q .—1 maintain that more joint-stock banks arc needed in this country. 
They will spread bunking lacilities to the common people and would increase 
investment. It would be difficult for indigenous bankers of the old type 
to do the same to any large extent? 

.1.— What are the difficulties? Personally 1 do not see ally difficulties. 

(J .—If so. why are indigenous hankers migrating from their old haunts? 

A. —Jt is now-a-duys found very difficult lor the indigenous banks to 
spread the hanking lacilities owing to the delays through laws, the impossi¬ 
bility of recovering some ol the debts and the loan rates are so unsettled 
that one always finds it unsale to invest his moneys with the indigenous 
banks. These are the difficulties which indigenous bunkers are labouring 
under in Madras and Rangoon. 

Q .—Therefore there is now more need for joint-stock hanks to take their 
place? 

.1.—Tho indigenous banks do a variety of business which tho joint-stock 
buuks do not and so 1 should think it is more difficult for the joint-stock 
banks to spread hanking facilities than the indigenous banks. The private 
banker knows when to collect the money. On the other hand joint-stock 
bauks are big institutions and they do not know whom to lend and when 
to collect. Moreover they often enforce stringent regulations. In co-operative 
banks they charge double interest if payment is not made on the due date. 
But this is not done by the indigenous banks. 

The Chairman ; The co-operative banks do not charge any such interest. 
Their interest only goes 1 rom 9 to 12 per cent after the due date? 

A. —in tho Mylapore Fund, l think, they charge so? 

The Chairman : That is not a co-operative bank. The interest that 
eo-operative hanks charge are very reasonable and far low as compared 
with that of the indigenous banks. If a man cannot pay it in time, it is 
possible for him to get an extension of timo for payment and then no penal 
interest is charged, li penal interest is charged it is entirely due to tho 
default of the man who has not paid when he could pay. It is no use 
making auy such complaints. The co-operative society is a self-governing 
institution and its interest ranges between 9 and 12J per cent, 

Mr. Thomas: You know of the failures of indigenous banks many years 
ago? What were the causes for such failures? 

A. —Yes. 1 think the failure was duo to slow recovery of moneys lent 
outside. The second reason is that peopio were very slow to pay and they 
invested a large part of their moneys in business and naturally they were 
able to return the dues only after obtaining loans from some other sources. 
These were the causes for weir failure. 
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Q ,— It » exactly for thin reason that joint-stork hanks do not relax their 
stringent provisions. They do not usually extend the time for repayment 
and that 1 think must be necessary for the success of any bank? 

A.—It is not so much a question of extension of time. The indigenous 
bankers sometimes collect even bcfois the due date, if they find that the 
circumstances of the borrowers are snch that they can afford to wait, they 
wait. But they take all steps to recover their money in the easiest possible 
manner. 

Q .—Such things are also Iteing done by joint-stock hanks. But what I 
want to ask you is, would you suggest any means for protecting indigenous 
banks against failure P 

A.—I think the best thing would lie to avoid delay as far as possible. 
At the same time the provision lor filing summitry suits may he extended 
to the mufassal. 

The Chairman : You refer to the fact that the capital of exchange banks 
is mostly hold in England P 
A.—Yes. 

V.—There are stock-brokers in Madras. There are several firms of stock¬ 
brokers in Madras and the shares of the exchange bunks arc in the market. 
Can you tell me how' much of the shares are held by Indians and how much 
by Europeans P 

A.—1 am not sure how much. 

Q .—Your objection to the joint-stock bank seems to be generally on tho 
ground that they result in the concentration of share capital into the hands 
of a fewp Can you tell me how many shareholders are in all these joint- 
stock banksP 

A.—Though there may lie plenty of shareholders the bulk of the shares 
are not in the hands ol the poor people. 

y.—Can you evolve u system to lietter the situationP 
A.—1 do not object to the existence ol joint-stock banks. Whut 1 say 
is that there are already enough joint-stock banks and that the private 
bankers must flourish. 

Q .—Your object, 1 gather, is to protect the interests of indigenous bankers 
and that you are particularly anxious tu better their position as is evident 
from paragraph 11 oi your written evidence. Is the institute you refer 
to to coniine its activities to the bettering of indigenous bankers aloneP 
A.—It may include also joint-stock banks. 

Q .—Can you tell mo whether there is any such institute at presentp 
A.—There is none at present. The indigenous bankers are not very many 
here. Probably il an institute is opened, it may look after their interests. 
It some privileges are given, they can function efficiently. 

Q .—Would there not be some difficulty in the matter of languages P 
A.—English may be made a common lunguageP 

Q. —Many of the indigenous bankers do not speak English. 

A.—But there are institutions where people who do not know English 
are members. 

Q. —Yes, but the -point- is, that these, indigenous bankers to a great extent 
belong to diverse communities and they can understand their business only 
in their mother tongue. The Marwan speaks one language, the Guaaratis 
another, the Multams a third, and the Nattukottai Chettis .a fourth and 
so on. Do you propose that all these should be amegamated into one 
institute P 
A.— Yes. 

Q -—May I suggest that in your written evidence yon contemplate Nattu¬ 
kottai Chettis onlyP 

A.—Yes. 


Q .—Do you think that your answer applies equally to Merwaris, Multanis 
and Guaaratis also? 

A.—Yes. 

Q ,—You think that somebody ought to form such an institute? 

A,—The indigenous bankers may form such an institution. 
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Q .—But they have not done so? You say that they do not know that 
it is necessary? 

A. —I say that there is no initiative. 

Q. —Is there any reason to suppose that there will be more initiative 
to-morrow P 

A. —If the institute ft? given privileges, I think it can work admirably. 

Q. —You cannot give privileges to an institute until the institute actually 
existsP 

A. —I know institutions, which are started only to enjoy privileges. When 
one institute is started then everything will follow. 

Q. —You think that the privilege should he first given and then probably 
somebody will cotne and form an institute to enjoy those privileges? 

A .—Not to enjoy.' 1 but to represent as public body about the grievances 
of the indigenous hankers, and give ull statistics and help to further and 
better their position. 

Q .—You think that it cannot he done without privileges? 

A .—Only then there will he inducement, the object of the inducement 
being to protect and to organize- the growth of indigenous banks. 

<3-—You say that indigenous hankers can protect their interests if they 
arc given special privileges? 

A. —Yes. 

Mr. Thomat: What about the Indian Institute of Bankers at Bombay? 
Are vou not aware of that? 

A. —No. 

Q. —Would it .not satisfy you if that institute is re-constituted perhaps 
with local branches, if necessary? 

A. —Yes. If it is done so. it might bo enough. 

Q. —Is it your desire that the indigenous hanks should alone be given 
privileges and that the joint-stock hanks must be discouraged? 

A..-—Not so. The joint-stock hanks may also take their part and grow 
simultaneously. 

Q .—So there is room both for joint-stock banks and indigenous hankers, 
provided they work together. Is there any possibility of bringing them 
more closely together? 

A.—They may work together, and transactions may he linked up so that 
they may not work in opposition. 

Thr <'hairwnn : T do not see exactly how this is going to be done. Have 
you any experience of the working of co-operative, societies? 

.4 .—I have no experience. 

(The witness then withdrew.) 
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Oral evidence * 

The Chairman : Mr. Mudaliyar, you are the Secretary of the Egmore 
Fund? 

A.—I am the Secretary and the Treasurer. 

O.—That is a nidhi, is it not? 

A.—Yes, it is a nidhi. 

G-- -What is its Rise? 

A. —The nominal capital of our society is 25 lakhs of rupees and tho 
working capital Rs. 15 lakhs. The paid-up capital is 6t lakhs of rupees. 

Q. —Is the capi\al paid up in a lump or in instalments? 

A .—It is paid up in monthly instalments. 

Mr. JTearson : How long has your society been in existence? 

A. —The parent society was started in 1870 and the third branch in 
1886. 

The Chairman: What is the share, value in your society? 

A .—It is Rs. 250 in our society. 

Q. —For each share for how many months does the man pay in instal¬ 
ments? 

A.—Seventy-nine months. They pay at the rate of Rs. 2-8-0 per month. 

Q .—At the end of 79 months the amount is considered to be fully paid 
up. Is that right? 

A.—Yes. 

Q. —Then the depositor is allowed to withdraw the moneyP 

A.—Yes. 

Q .—So for every Rs. 79 a man pays at the rate of one rupee per month 
for 79 months he gets Rs. 100. Ts it not? 

A.—Yes. He gets Rs. 21 more. 

Q .—Am I right in saying that some of the nidhis have come down to tho 
position of having a fixed share capital? 

A. —Yes, they have a fixed shore capital. 

Q .—And they treat the payments as deposits. Is it notP 

A.—As recurring deposits. We also propose to modify our by-laws 
accordingly. 

Q .—Is there any defect in that? 

A.—There is no difficulty; hut we want to see how other nidhis whose 
by-laws have been modified work. We have already appointed a committee 
to consider the alterations. 
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Q .—Do yon we any difficulty in the working of the other system P 

A. —I think that is better. 

Q .—In that case payments will be considered as purely recurring deposits 
and not as payments towards share capital? 

A .—Yes. 

Q. —What do you do with this, money? 

A .—Wo lend it on mortgage of immovable properties situate within the 
original civil jurisdiction of the High Court of Madras, on jewels, Govern¬ 
ment promissory notes and bank shares. 

Q .—Whom do you lend toP 

A. —To our shareholders. 

Q. —Do you lend to non-memliers? 

A .—We had boen«-doing that hut for tho last four years we have stopped 
that practice. 

Q .—Why P 

A. —On account of income-tax. On the profits accrued on loans granted 
to non-shareholders, wo have been heavily charged to income-tax. We paid 
on that account alono Us. 3.000 to Rs. 4,000. In order to avoid that wo are 
advancing loans to shareholders only. 

Q .—Is it merely to avoid paying this income-tax? 

A. —Yes. 

0.—-So you decide that yon shall earn no profits P 

A. —Tn that way no. 

Q. —Does it pay you to do it? 

A.— It certainly pays. For every monthly subscription of Rs. 2-8-0 a' 
member can borrow Rs. 250 which will bo adjusted automatically when he 
completes the 79 instalments. 

0. —So if anybody wants to borrow he should become a member? 

A. —Yes. 

0.—Can any one become a member P 

A .—Yes. 

Q .—At what rates do you lend? 

A.—Wo lend regular loans at 0| per eent and special loans at 9 per rent.. 
By regular loans T mean the loans advanced to the shareholders to the 
extent of their share capital. Tf A takes a share and pavs his instalment 
of Rs. 2-8-0 a month ho is allowed to take a loan of Rs. 250. Up to that 
amount it is. a regular loan and any amounts above that will have to he a 
special loan. He will he also granted a further amount but the rate of 
interest on that will ho 9 per cent. 

0. —Does ho have to repay this loan in full at the end of 79 months? 

A. —If lie pays his instalments regularly then tho loan is automatically 
adjusted at tho end of the term. 

Q.— Tho shareholder pays Rs. 2-8-0 per month for 79 months and to him 
you pav Rs. 250 right on tho very first day and square tho loan account nt 
the end of 79 months. Is it not? 

A .—Yes. 

0.—That means that on tho transaction the fund makes no profitP 

A. —We do muko a profit. 

0 ,—What is the rate of interest on tho loan? 

A .—Six and a half per cent. 

Q .—What is the rate of interest that you payP 

A.— Wo pay 8 per cent and for current deposits 4 per cent. 

Q .—-T am talking about this particular borrowing. What rate of interest 
does it work out toP 

A .—It would work out to a guaranteed interest of 6J per cent. 

<1.—Does the borrower give you any securities? 

A. —We do not lend any money without taking proper securities. A 
man taking shares to the extent of Rs. 10 per month is eligible for a loan 
of Rs. 1,000 hut he cannot get the loan unless he famishes seourity. At 
the end of 79 months the loan is automatically adjusted by appropriating 
the amount that will stand to his credit on that date. 

23 
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Q .—-If be does aot take a loan yon say that the instalment works out at 
tbe rate of .61 per oentP 

A. —It works out at 6fr pot- cent. Tf it is 61 per cent it will take 84 
months but we close at the end of 70 months. We take also a premium, 
i.e., we charge 3} per cent of the amount when the loan is first granted, 
which when spread out for 79 months works out at } per cent. 

Mr. Hear non : You withhold 31 per cent of the loan. Is it? 

A. —Yes. if he is a shareholder of one year’s standing. 

Q .—So you take Rs. 3.5 out of every Rs, 1,000 that you lend, i.e., you 
give only actually Rs. 963 for n loan of Rs. 1,000? 

A.—Yes. 

The t'hairmun : That Rs. 35 is practically n profit for yon on this 
transaction ? 

.4.—Yes, certainly. 

Q .—If lie does not pay the instalments what is the penalty? 

A .—Two pies per rupee, i.e.. 121 per cent. 

Q. —Is that paid on every amount which is in nrroar? 

A .—Yes. 

Q .—Is the loan instalment repayable every month? 

A. —Yes, on the last working day of every month. 

? .—Anything outstanding carries penal interest ? 

.—Yes. 

Q. —Apart from the jienal interest ho is paying 05 per cent for the loan 
advanced. Is it not? 

A .—The penal interest is only for the arrears. 

Q. —So on the loan outstanding he pays 19 per cent? 

.4.—lie does not pay as much ns that. 

Q .—Since the amount is in arrears, yon charge 12} por cent interest 
on tliatP 
.4.—Yes. 

Q. —But the amount of arrears includes already 6} per cent interest. So 
on arrears you pay the 6} por cent interest as" well as 12J per cent the 
penal rate. It thus comes to 19 per cent? 

.4.—1 am sorry l cannot convince the Chairman. We charge the penal 
interest only on the amount ol arrears. Suppose .4 has taken a loan of 
Rs. 1,000, he has to pay Rs. 10 his instalment and Rs. 5-3-4 the interest. If 
it is not paid by the last working day of the first month, in the second 
month he has to pay Rs. 15-3-4 pins pcnnl interest of 2 pie-, on Rs. 15, i.e., 
30 pies or 2 annas and 6 pies and his instalment ol Rs. 10 tor that month. 
I hope l am clear. 

Q .—But T say that the instalment includes the original interest of 65 
por cent and together with the penal interest 1 suggest it makes up 19 per 
cent interest? 

.4.—T am sorry I cannot concur with the Chairman. 

Q. —But that is arithmetic v 

A. —Tt will lie wrong; it will not work out at more than 10 or 103 nor 
cent. Of course in co-operative societies 1 know they arc charging a higher 
rate of interest even on the principal. Wo charge only on the amounts flint 
have fullen in arrears. 

0 .—That is the case in co-operative societies too? 

A. —1 waR watching a case in the High Court some time ago and the 
Court held that a particular society was wrong in having raised tho rate of 
interest on the whole of the principal due. According to the by-laws of the 
individual societies they chnrge 12} per cent on the amount overdue instead 
of 9} per cent, 

Q .—Are there manv defaults? 

A. —Not many. There might lie considered to lie about 30 per cent 
defaults. 

Q. —Are there any other systems of borrowing? 

A. —There is a special liaii at 9 per cent interest for persons who do not 
want to subscribe for shares for 79 months. Tf he wants only for a short 
thne, we grant such persons loans at 9 per cent, 



'Q. —What security do you taker 1 

A.—Property security or gold; these members are subscribing its. 2-8-0 
per share. 

y,—How is it repayable S' 

. 1 .—We use our discretion in stipulating the period of repayment, it 
is ordinarily payable in a year. 

y.—Are these loans payable ordinarily in instalments? 

.4.—Within a year it is payable in a lull lump sum but we use our discre¬ 
tion in regard to the terms ol borrowing, especially those a bom we considei 
good. 

y.—What do you do if they do not pay you on the duo date? 

A .—01 course we charge them penal interest. 

y.--4s it on the n hole amount outstanding? 

A. —On the amount ol arrears ol interest. 

Q .—Is that 2 pies per rupee in addition to 9 per rent? 

.1.—We do not charge anything extra for this amount. We do not 
collect any promiuiti which is only done for the regular loan. 

y.-lf there is an arrear do you charge 12 J per cent in addition to 
0 per coutP 

A.—Only on the amount ol arrears. 

Q .— So the actual arrear carries an interest of 21 i per cent? 

A.—No. it would work out only to 3 per cent extra. II a man takes a 
louu for Its. 1,000 he pays Rs. 7-8-0 and on the arrears he pays 15 pies per 
rupee, i.e., an anna and a quarter; that would not amount to 18 per cent 
or 21 per cent. 

y.—You suy that lie liorruws the amount at 9 per cent as a speeiul loan. 
Does lie pay it buck monthly? 

A.—Whenever lie chooses; but according to the louu it is payable in a 
lump sum at the end ol 12 months, iiut ordinarily we do not insist upon 
repayment of the loan so long as ho is paying the interest on arrears regu¬ 
larly. It is only in exceptionally lew cases where he is very irregular aud 
the security is becoming depreciated that ne insist upon prompt repayment 
within a year. 

y.—Am 1 to understand that it is to go on indefinitely excepting tho 
interest on the loan? 

A.—It is not indefinite, but we allow sometimes seven years. There ure 
instances where cases have extended to more than ten years also. 

y.—What guarantee is there that they would ever be repaid? 

A.—When it comes to about ten years the Secretary looks into such cases 
and recovers the amounts. 

y.—With only 9 per cent? 

A.—Yes. 

y.—According to the bond he is liable to pay at the end ol one year with 
an additional interest oi 12 per cent? 

A.—No additional interest; he continues to pay the same interest. 

y.—Is lie not liable to pay penal interest ut 12 per cent? 

A.—We do not make it as arreurs. We consider that the loan still 
continues. 

Q. —What is an arrear? 

A .—Only the amount of interest that falls due on a particular month; 
if it is not paid before the last working day of that month it is an arrear. 

0. —Is it payable monthly? 

A.—Yes. 

0. —Is there any other form of loan? 

A.—We give loans only to paid subscribers and to depositors. We 
advance also such loans on promissory-notes, 

Q .—You pay 4 per cent on current account? 

A. —Yee. 


.—We have to the extent of about 


fifty thousand rupees. 



ij. —I* Hut confined to {he members P , 

A. —No. It is only whenever anybody takes a loan it is necessary that 
he should become a member. Loan borrowers are compelled to become 
members. 

Q .—Anybody may open a current account? 

I.—Yes. 

Q. —You keep cheque books? 

A .—We do. 

Q ,—You are a member of the clearing house. 

A. —No. 

Q. —What forms tho bulk of tho business you do? What is the form in 
which you lend? 

A .—It is only on immovable property and jewels. 

Q .—Which form of loan? 

A .—On mortgages. 

Q. —Against share capital? 

A.—The bulk of it; 60 per cent arc advanced as regular loans. 

Q .—What profit did you make last year? Do you prepare the balance 
sheet? 

A.—We do. 

Mr. Thomas: Do your Board of Directors frequently meet? 

A.—Almost onto a month. 

y.—Who grants loaus? 

A.—All simple loans are granted by the Secretary on the security of im¬ 
movable property. Tho papers arc aiso circulated to tho directors. 

Q. —Is it possible for the Secretary to circulate a loun application in 
such a manner among tho directors that it might reach tho well-disposed 
director first? 

A.—Wo have got a legal advisor and alter consulting his opinion and 
after receiving the esunates it is automatically sanctioned. 

Q .—Do you allow your directors to borrow on tho security of their 
shares ? 

A.—We do but not on the shares thut they huvo taken for qualifying 
themselves as directors. Certain shares are necessary lor qualifying them¬ 
selves as directors under tho Act. 


Q .—What sitting tee do you pay your directors? 

A.—Wo do not call it as a sitting ice. It is only a carriage allowance 
of three rupees. 

Q .—Are you aware of any case in which nidhis have granted loans to 
fictitious persons? 

A.—Nidhis grant loaus only on securities which arc supposed to bo 
sound. They have got legal advisers und estimators. They have got a 
director to supervise the estimates. Nidhis do not advance any loan 
to fictitious persons. 

Q .—What power has the Secretary got in granting loans? 

A.—The Secretary has to satisfy himself first and then the directors. 
They depend upon the integrity and character of tho Secretary. 

V .—It is therefore cleor that the Secretary is the pivot on which tho 
whole business turns? 

A.—I agree. 

Q .—Does the Secretary hold the post of Treasurer, or is it hold by another 
person? 

A.—Not always except in very few cases. 

Q .—In your caseP 

A.—I am Secretary and Treasurer. 


f .—Do yon keep accounts on single or doable entry? 

.—Single entry. 

J .—Why not double entry P Is it not more scientific f 
.—We propose doing it. 

Q .—Have yon any trustees? 

li—We have, 



? .—What is their function P 

.—Trustees are to sign cheques if the amount exceeds one hundred 
rupees. 

Q. —Who are the key-guardians? 

A .—The trustees and the Secretary are the key-guardians. 
y.-~ Have you any appraisers? 

A.—Wo have. 

y. —What are they? 

A .—Two oi the shareholders. They are professional men and competent 
to uppruiso their value. 

Q .—Are you awure ot any money-lenders joining nidhis with a view to 
get rid ol their had debts? 

A.— No. 

y.—-How do you distribute your profits? What percentage goes to tho 
directors? 

A. —It comes to about 8 per ecut to the shareholders. Under our 
lules the shares are to mature lor payment whenever the piohls witn 
interest ucerue to an amount ot its. 20t>. At present wo sue able to close 
at the did ol 7!l months at 8 per cent and perhaps it wo ge.t more proiit wo 
will reduce tho period ot the elosiug ot the shares. 

y.—What is the remuneration paid to the directors? 

A.- We do not at all distribute to tlio directors. They have got a fixed 
remuneration. 

y.- How much is it ? 

A .—It is ouo hundred and hlty rupees lor each director for ono year, 
y.--irrespective oi tho profits? 

A. —Ves. 

y.—How is the Secretary remunerated? 

a.-ile is a lull-time beet clary. lie is a paid man. 

y.—Any bonus? 

A. —Ouo mouth's bonus and the rest will depend upon tho working of 
tho society and the piohls earned. 

y.—Who is responsible lor the bad loans ot the mdhi? 

A.— I'l'imanlj me bveielary and ihe dueetois. 

y.—Aro they legally bound ? 

/t.—There might bo cases where the, secretaries might nut have taken 
duo caic. Tho directors aic ultimately responsible. 

y.— How many ot your directors attended tho meeting during the last 
two months? 

A .—With tho exception of one or two all the directors used to attend 
the meeting. In all wo have got i'J directors. 

y. —Mauy ot the directors are connected with other nidhis as well? 

A .—About three or lour are connected with other nidhis. One director 
is connected with three mdiiis. 

y.—Who audits your accounts? 

A. —One ot tho auditors appointed by the general body who is a G.D.A. 
y. —is he a permanent auditor? 

- A .—Ho is not a permanent auditor. He is chosen by tho general body, 
lie can also be removed by tho goncral body. 

y.—What classes of people deposit money with you? 

A.— It is the merchant class. 

y.— What about tho professional classes? 

A.—They would deposit only small amounts. 

y.—Proportionately tho merchant class is moro prominent. What pro 
portion would it be? 

A. — It would be 40 per cent. 

J .-^And professional men? 

.—It will be about 20 to 25 per cent. 

Q .—Government servants? 

At —About 10 per cent. .... ■ ■ - - 



tl -—Similarly with regard to louus granted by you wlmt proportion goes 
to the merchants? . 

A.—I have got a note on the report. 1 will just rofer and tell yott. 

Q.-ajMany Women deposit money with you? 

A .—That will lie about iivo per cent. 

Q .—What are they? Salaried persons? 

A. —No. 

Q. —Widows? 

A. —Landladies—those who own houses. 

Q .—What proportion do your deposits bear to the paid-up capital of 
the nidhi? 

A. —Deposits will be about 15 lakhs or 18 lakhs; paid-up capital will be 
about 01 lakhs. 

Q .—What reserve funds have you? 

A .—'Fifty thousand rupees. 

Q .—In what form do you keep it? Marc you invested it in Government 
securities? 

A.— No. 

Q .—Suppose there is a run upon your nidhi; in aliat way would you 
meet it? 

A.—The depositors cannot ask money before the fixed time. 

Q .—Suppose them is a sudden demand for current deposit. What a ill 
you do? 

A. —We arc now trying to approach all the bankers. Wo approached 
the Imperial Bank tor overdratts which it rot used to give. Glider the 
existing rules we cannot oi»eii a current aecount with the imperial Bank. 
We are contemplating to revise the rules to open accounts with other 
urban banks to get overdrafts. 

V-—Why not invest it in Government bonds? 

A.—We would be losers in Government securities. 

<J .—But that will secure your deposits, all the samo? 

A.—There has been no run. There will be a fluid resource of twenty 
thousand rupees in the lmperiul Bank. Wo have been very popular and 
.have always got one-fifth ol the current deposit amount in the Imperial 
Bank. 

Q .—What was your balance in the Imperial Bunk last week? 

A.—It was one lakh. It is now about ton thousand rupees. 

J .—It has never gone below? 

.—No. 

0. —What is the interest charged on loans on mortguge of land given by 
your nidhi? 

A.—Six and a quarter per cent to nine per cent. 

Q .—Do yon lend on the security of shares aud jewels. 

A.—Yes. 


Q. —What interest do you charge on jewels? 

A.—Six or 61 per cent. 

Q .—When there is greater demand for loans than 30 u could satisfy, how- 
do you allot j'our loans? 

A.—We register the loan applications. Money is distributed to them 
ou the priority of applications. We give them preference to those who 
are anxious to get if the other applicants are not anxious to get it. 

Q .—Do you ballot the applications for loans? 

A.—We do not. 

O,—How Jong have you been Secretary of the Egmore benefit society? 

A,—'For about six and a half years. 

? .—Do yon know any other nidhi? 

—v« 
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Q ,—Have you got any knowledge of the working of nidhis in Coimba¬ 
tore P 

A.—Only by hearsay. 

Q ,—What do you hear about those nidhis? Any difference between 
Madras and Coimbatore? 

A. —I hear they charge interest very exorbitantly and the governing 
bodies are very avaricious to get profits. 

Q. —How do nidhis usually incur losses? 

A .—Tt is owing to the want of stringent audits. No one cheeks the 
reports submitted by these nidhis as regards securities. Moreover the 
commissioner appointed does not submit genuine reports. This must have 
resulted in some of the failures. 

Q. —Ts the system of audit faulty? 

A .—T cannot say. t know where an auditor was not able to find 
defalcation which was traced later on 

Q .—Therefore a more sfringent audit is necessary? 

A .—Yes. 

Q .—You are taking deposits from, and lending to. non-mendters? 

A .—Wo do not grant loans fo non-members but titko deposits from non¬ 
members. 

Q. —In what way is jour nidlii different from the joint-stock company? 

A .—Wo do not advance loans on personal securities. 

Q. —Do nidhis n“quire any protection from Government? 

A .—The interest charged by 11 s is looked upon ns penal interest bv tlie 
Government and there are certain decisions against ns although we charge 
only two pies per rupee and it comes to only to 12J per cent. The courts 
seem to think they arc penal but for the proper working of societies if 
is necessary to charge a slightly higher rate on the interest payable every 
month in ease of default, having regard to the additional work imposed 
on the society by reason of such default. We want the Government to 
protect us. 

Q .—T think you told us already that von have now a fixed share capital? 

A.—Yes. 

Q .~What induced you to make that change? 

A .—The 1 'ccent decisions of the High Court. The liabilities of the share¬ 
holder becomes unlimited even after he has withdrawn his amount. But 
under the latest decision their liability has not ceii-od. 

Q. —Do yon think that there is tiny necessity for special legislation with 
regard to the nidhis? 

A .—T do not think it is necessary. If only an exemption is granted 
under four or five sections in the Indian Companies Act we will he satisfied. 

Q .—You are aware of various doubtful transactions and lack of caution 
on the part ol the officers. Do von not think that it is necessary to regulate 
the whole thing? Are not restrictions needed in regard to the transactions 
ot the nidhis? 

A .—T do not think that would work because the directors and the 
shareholders would not approve of that. 

(1.—You spoke of the incapacity of certain nidlii authorities? How 
else can we secure the interests of the public that deal with them? 

A.—I think it will be better if it is audited. 

0.—Do you employ trained hands in your officeP 

A.—Yes. 

0 .—What training have they had? 

A.—Tt is only office training that is required and they know how to 
work out a balance sheet. 

Q. —Have you employed any one who 1ms passed the G.D.A. or some 
such examination? 

A.—No. They come only as auditors. 

Q. —Could you give me some idea of the purposes for which loans are 
taken from your nidlii? 

A.—T.onns are taken for repaving certain loans obtained from War- 
wans, also for marriage oxpensos and for trade business. 



J .—What percentage goes for the repayment of loans P 
.—1 have given a written statement already in regard to it. 

Mr. Heai Mn: On An average a third of your shares are your paid-up 
capital? 

A.—Yes. 

Q .—If a man subscribes and takes up a share how long will it tako 
for nim to get bis money back? 

A.—He will get it at the end of 79 months. 

Q. —And then that share ceases to exist? 

A.- Yes. 

Q .—Then he comes again? 

A .—lie comes only if he chooses. 

Q .—You charge 31 per cent on loans. Is that on regular loans or on 
special loans P 

A. —Only on regular loans. It is 31 per cent for the first year and 
for the second year it is 3 per cent. Supposing ho has taken a share this 
year and applies for a loan next year, lie will have to pay onlv 3 per cent 
and five years hence he will have to pay Rs. 1-8-0 or Re. 1. That depends 
upon the ago of the‘share. 

Q .—What do yon charge on the sperial loans? 

A .—We do not charge any premium. 

Q. —When a man takes his money after 60 instalments you say his 
share is foreclosed? 

A .—Yes. 

<?.—I soe that Rs. 10-10-0 was paid ns income-tax. Wliat is it about? 

A.—That is only on the property that we own. We own property and 
we have let a portion of it. 

Q .—You only advance on property? 

A.—Wo advance on property, on Government securities and on Imperial 
Bank shares also. 

Q. —But not on the shares of any other joint-stock banks? 

A .—Only on the shares of the Imperial Bank and some other banks which 
the directors approve ot. 

Q .—Whv is the reserve fund limited to half a lakh of rupees. 

.4.—Tt is only very recently formed. It was only 6 years ago that we 
revised our rulos to have a resenro fund. Undor the existing rules the 
shareholders are to pay subscription and interest until the principal and 
interest and profit amount to Rs. 250. whether it is 79 months, 80 months 
or 86 months. For the past so many years we have lieen going on without 
anv reserve fund. I suggested that there should lie a reserve fund and 
it is out of the surplus profits that they provided this amount as a reserve 
fund. 

Q .—In your profit nnd loss account you stnte that the amount paid for 
closed transactions is Rs. 25,000. What exactly doos that represent? 

A. —That is the guaranteed interest that we have paid on the shares 
that have matured. The paid-up share is only Rs. 79 and after the end 
of 79 mouths we pay the shareholder Rs’. 100, the excess of Rs. 21 over 
the paid-up shore being given out of this amount. 

Mr. Gopnln Menon: Why do you coll the Egmore benefit society ns the 
third branch? 

A. —The parent society was started in 1870 and when the shares matured, 
some of the shareholders joined togother and formed a branch. After the 
shares there in turn matured a second branch was opened and all these 
were liquidated. When they came to open the third branch they said 
that thev did not want any more branches, and the shares are allotted only 
periodically here. 

0.—Then your third branch is the reconstituted branch? 

A.—Yes. 

0. —In what year was this started? 

A.—In 1886. 



J .—Your nidhi is working on the basis of subscriptions, is it notP 

• Yes. 

Q,- —Are tliore nidhis working on the permanent share capital system in the 
CityP 

A.—There are. 

Q .—And yours is not one of that kind? 

A. —No. Wo think of revising our rules. 

Q .—What is the difference Ix-twocn the two in the matter of granting 
loans P 

A. —The difference will he in the rate of interest. 

Q .—'What 1 want to know is this. Do the nidhis which are on the 
subscribed basis lend only to the shareholders or do they lend aLso to out¬ 
siders ? 

A.—There are certain nidhis which are working on the subscribed basis 
also giving loans to non-shareholders. 

Q .~Yours is one of that kind? 

A .—No. 

Q. —So nidhis which arc working on non-returnable share capital lend 
both to the shat (-holders and 11011 -sharchohlers P 
.4.—They lend mostly to non-shareholders!* 

Q .—Anyhow they do not make a distinction between shareholders and 
lion-sharoholders in the matter ol granting Inansp 
A. — There are certain nidhis oi that kind. 

Q .—You said that the High Court has denounced one of the fundamental 
features of the nidhis. What is that particular tentureP 
A. —We are charging compound interest on all arrears. 

Q .—Ts that the one reason P 
A.-Yes. 


A.—This is also another reason. A went decision by Justice Ooutts-Trotter 
ia to the oflect that the shareholders who havo taken away their share 
money after maturity with the profits arc* also liable under the Act. They 
are considered to he still shareholders though the slmi-e amount lias been 
subscribed for iully. 

Q .—So the reduction of the paid-up capital through shares is considered 
to lie not conducive to the working of the nidhi? 

A.-Yes. 


O.—Then what will lie the offert of that on flic roemliors? 

A.—1 do not think that there has been any effect. 

Q.-~ T mean what will lie the effect on the old memliers in ease of 
liquidation P 

A.—There bus been a case recently in which some of the members were 
asked to pay. 

Q. —Within what period of thoir withdrawal of the share amount? 

A.—They wero shareholders long ago having withdrawn their shares 
years before. But T cannot say for certain how many years it waB after they 
had received thoir shares. 

<).—Has it lieen the case at least with tbo shareholders who had with¬ 
drawn their money a year or two ago? 
v A.—They have'been asked. 

J .—It is a fart thenP 

.—Yes. 

0. —Under the Indian Companies Act can the shareholders of a joint- 
stock concern sell away their shares and take their money P 

A. —They could soli away their shares by way of transfer and receive 
money. 

Q .—What is the liability of these shareholders in the event of liquida¬ 
tion P 

A.—The transferee has to pay. 
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0 .—'What is the period within which he is held responsibleP 

A.—Within a year. But now I understand that the shareholders of 
nidhis who had withdrawn their share monies yoars ago have been held 
responsible under the Indian Companies Act. Bttt 1 am not sure. I think 
it is only the shareholders who have withdrawn their money within a 
year that are liable. 1 do not know under what circumstances the other 
shareholders were held responsible. 

Q .—Tou are not quite sure of the period? 

A. —No, 1 nm not sure. 

Q .—You said that on account of tho High Court decision you are going 
to change your share capital on a subscribed basis to some other kind. 
What is the kind you have in view? 

A.—We want to convert it into a permanent share capital basis. 

Q. —That moans that the subscribers will be drawing their money from the 
nidbi and you will create a share capital thereafter. Is it not? 

A. —Not necessarily. Tho share capital already paid will be taken as 
recurring deposits. 

Q .—Will all tho present members agree to convert their share money 
or will some of them withdraw P 

A .—-Very few will withdraw. 

Q. —But your liabilities will remain there. Will they not? 

A .—I am not very sure about it. 

Q. —Suppose you have a proposal to pay off the subscribers; whether 
they withdraw' or not, it is only a question of paying them off. You will 
then have to raise capital by way of shares. Ts it not? 

A. —No, we do not propose to do that now. We are proposing to 
introduce a new system ol shares by which anv shareholder can take only 
one share or two and the amount already paid by the subscribers towards 
the shares will lie taken as recurring deposits. Thnt is what we are pro¬ 
posing to do. 

Q. —By that moans you will convert your shares into a share capital P 

A. —Yes, ns recurring deposits. 

Q. —At tho same time you snv that some o) the subscribers might with¬ 
draw P 

A.—Yes. 

Q. —Your x>aid-up capital is Rs. 0J lakhs and vour deposits aro only 
Bs. 4,65,000. Wliy? 

A.—No, it is Rs. 6} lakhs. 

Q .—Your reserve is only Rs. 50.000 nnd that is mixed up witli your other 
funds. Is it not? 

A.—Yes. 

Q .—You have not earmarked as reserve any money in the shape of 
Government securities or in any other form? 

A.—No. 

Q ,—Tn the interim period, i.e., during the conversion of your nidhi 
from the subscribed basis to the share capital basis, the liability ot the 
nidhi is likelv to remain as it is. Is it not? 

A.—Yes. 

Q .—If the snlwcribers take away their money during tho reconstruction 
period, how would you meet these liabilities? 

A.—We were apprehending that such a thing might happen before. 
But now I do not apprehend so much. I have been watching other small 
institutions doing that. 

Q. —Is there any institution coming to trouble by ix>sorting to such n 
transfer in Madras? 

A.—No. There have boon two or throo institutions in Pnrnsnwnkam 
which have been transferred to the share capital basis. 

Q .—Is it a fact that the subscribers have withdrawn their capital while 
the liabilities remained as they were? 

A.—Yes. 

Q .—~So you apprehend that difficulty? 

A.—Orignally T apprehended such a difficulty, but now I think I can 
safely launch the scheme. 
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■ Q .—Cau you tell us what you propose to do during “the reconstruction? 

A.— We would ask the subscribers to altow their bkare wonoy to be treated 
as into recurring deposits. 

y.—But do you ieel sure that they will agree to that? 

A .—We do not intend converting all their paid-up capital into share 
capital. The amount subscribed by each shareholder will be treated as 
rocurring deposits simply. 

Q .—Oul of your deposits lion much is in lis.ee! deposits, how much in 
current accounts and how much in savings bank doposrts? 

A.—Rs. 6 lakhs in fixed deposits, Rs. 00,000 in current account. But 
w«j do not have any savings bank account. The term savings bank is 
only used to refer to tho subscriptions paid by the shareholders. 

y.—The difficulty is that when some, ol tho subscribers como to know 
that you arc going to convert all their paid-up capital into a share capitul 
there is a likelihood k oi the shareholders withdrawing their money. Do 
you not thou apprehend that there will bo a difficulty in meeting tho 
liability? 

A.— 1 had apprehensions about this months ago. But now 1 think 
Hint the public are already aware that tlie introduction ot the now system 
would bo suier lor them as their liability would decrease thereby. 

y.— So you fool that the subscribers will not withdraw but will agree 
to have their money converted into a share capital? 

A.- We do not propose to have all their share money converted into 
the share capital. Wc are continuing the system, but ouly wo give the 
uawe ol recurring deposits to the share capital. 

y.— Anyhow you have to apprehend tho difficulty that may arise? 

A.—Yes. 

y.—You are advancing money on house property, 1 presuuiu? 

A.—Wo do. 

y.—You advance 75 per ceut ol tho appraised value? 

A.—Yes, 

y. —Do you consider that giving an advance ol 75 per cent on house 
property is sufe in consideration of tlie fact that* during tho last threo 
or lour years the value oi house property ill tho city is going down rapidly? 

A .--Wo have appraised the house property with due icgnrd to such 
depreciation in price ol the house property and have valued it considerably 
Jowor. Otir valuation would he such that nt any time tho loan would bo 
realised. It is only our estiuiutod value und our cstiinato would bo suffi¬ 
ciently guarded. 

y. —For what period do you allow these advances to remain on the 
security of liuuao property? 

A.—If it is a regular loan, it automatically adjusts itself in 711 months 
or (5 years and 7 months. But in the case of spceiul loans thoy might 
draw on a little longer or shorter. But wo gouerully fix it lor a year 
in the case of special loans. 

y. —Wliicli is more, special loan or regular loan amount? 

A.—Regular loans. 

y. —What class ol' people take regular louns from you? 

A.—AH classes. 

y. —May 1 know tlie proportion ot the poor people as compared to the 
middle and upper classes that resort to loans from your institution? 

A.—i have prepared something like a statement. L eunuot say that it 
is accurate 'but 1 think it will be approximate. Out oi 542 people who 
borrowed 66 are professional men, such as doctors and lawyers, 126 are 
merchants, 10 arc petty shopkeepers. 184 are officials, 132 are landlords 
and 4 pro miscellaneous people. 

y.-So your society'is helping only 1 poor people and 10 petty shop¬ 
keepers out of 642 people who have received loans from you. Are they 
the only people who have slender means and who remain on a subsistence 
basis? 

A.—I would give you another statement. Loans for amounts less than 
Rs. 100 have been reoeived by 67; 227 have borrowed below Rs, 1,000 
i*nd 240 have borrowed above Rs. 1,000. 
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b—4&rea then the bulk of the people are those who had borrowed above 
Us. 1,000 and above Be. 100 and below Bs. 1,000. My point is this. You 
are asking lor exemption from stamp duty from Government, a concession 
given to the co-operative societies. What is the special reason for your 
asking for that concession? 

A, —Of course the poor and the middle class people cannot aftord to 
pay the duty. 

Q. —From your figures, it appear that you are catering only to the 
rich people. There are only 10 petty shopkeepers and 4 poor people. How 
can you then ask for that concession? 

A. —Hut 1 take tho officials also as poor people. They are clerks drawing 
fin. 35 and Its. 40. 

Mr. Thomas: Aro they ‘loan’ borrowers? 

A. —Yes. They tako loans on furnishing securities. 

Q .—They become subscribers ? . 

A. —Yes. 

(J .—What do you mean by ‘ special ’ loans? 

A .—Those who receive special loans must also be sultscribers but they 
nood not necessarily tako a larger number of shurcs to cover tbo whole 
amount of the loan. 

Mr. Copula Me nun : Do you know tbo reasons on which co-operative 
societies are exempted from tho payment of duty when loans aro taken by 
the ordinary ryots? 

A. —1 do not know. 

Q .—Do yon know that the co-opcrative societies are tutoring to the 
needs of the very poor agricultural population? 

A. —Wo also do the same us a matter ol luet. 

Q .—But tlio figures that you gave show that the bulk of tho borrowers 
are not poor people. Why is that? 

A. —That is because we are charging the stump duly and the registra¬ 
tion fee. 

Q.— Aic you charging them u high rute of interest? 

.4.—'No. Our ruto ol interest is even lower than the rute oi interest 
in co-operative societies. We eburge only 6 i per cent even including the 
premium. 

The Chairman, : How did you make a profit of Its. 60,000? 

A. —It is tho surplus profit after paying off the guaranteed interest. 
It is due to the large amount of dejiosits received during the last 5 years. 

Mr. Copula Menon : Your figures clearly show that you are helping only 
the middle and the upper classes of people and not the poor people. Aro 
they not getting any help from you? 

A. —We are prepared to help even the poor people provided they apply. 
As a matter of fact even the scavengers and rickshaw wallas aro share¬ 
holders. 


Q .—But your figures do not show thut. It is only 10 shop-keepers and 
four poor people that are found in the list you gave. 1 can understand 
youi claim for the exemption from stump duty if that contained the poor 
people in a greater number. Supposo this exemption from stamp duty is 
granted to you can you suggest any way by which the Government could 
replace that revenue? Have you thought about it? For if you approach 
the Government for this exemption from stamp duty, it is but proper that 
you should suggest how the loss of revenue in this direction could be re¬ 
couped. Can you help the Committee in finding out tho woys and means 
for doing that? 

.1.--] have not thought about it. 


O.—May I know what proportion of the profits go to the directors? 

Jt .—We do not give them any definite proportion. 

Q .—From your experience can you say whether any proportion of the 
profits that are realised u given to the directors by way of sitting fees 
and other income? 

A .—In our own society we pay a fixed remuneration to the directors. 

J .—Do you pay a sitting fee of Bs. 150? ** 

.—Yes. 



Q .—They sit once in every month? 

A —Yes. 

If. —Arc Home of jour directors appraisers alto? 

A. —They are not appraisers, hut surveying directors. 

Q .—Aro the directors, in addition to tlio Its. 150 a month, getting 
earriago ullowuuco also P 
A.—Yes. 

V.—Ait) they also custodians of goods stored ? 

A. —Yes. 

Q .—Therefore as custodians of goods, they got a ice, as surveying 
directors they got another fee; they get, in addition to tlioir salaries, a 
earriago allowance P 
A.—Yes. 

< f .—Wlien all thqsc are put together, uhut proporliou do they work out 
to tile total profit!' 

A.—1 have net worked out the proportion. 

S i.—Are thero any lawyer members in the directorateP Are they also 
P 

' A .—Yes. 

(f .—AVliut is the cash on bund at the time ot closing jl tlie yeuvP 
A.—Its. 26,000. 

If. —AVlij did jou not remit it into the hank? If the. last day happened 
to he a holiday lor the hunk, there were one or two workiug dajs bcfoio 
or after the last day on which you could ha\e iemitted ail tho collections 
into the hank. 

A.—Tho major portion of tho collection was made on tho lust day. 
y.—You charge 10J per cent on special louus? 

A,—That was only two years ago. \Ye have reduced the rate ol interest 
for the lubt two ycurs. 

<f .—In jour profit and loss account you have shown that the amount 
required on the basis ot dosing sections in 79 months is Its. 1,10,000 and 
that comes after tho figure Hs. 1,22,000. 

A.—The total accrued profit earned by the society is the former figuro 
and the latter figure is the umount of guaranteed interest. AVo do not 
guarantee on the busis el closing the sections at tho end of 79 months. AVo 
require a certain profit and that profit is the latter figure. 

■ Mr. Mviliinh Chettiyur: Have you any limit up to which anybody could 
tako shares in your society P 

A.—AYo liuvc not got any limitP 

(f —Have you any limit so far as directors ure concerned? 

A.—The directors could take any shares. 

(f. —AA'liat is the minimum number of shares that the directors could tako? 
A. —Tho minimum that they can take is 10 unencumbered shares, i.o., 
Bs. 25 a month. 

Q.—Could they also suhserilie us ordinary subscribers in monthly instal¬ 
ments P 
A.—Yes. 


Q .—You say in your written memorandum that you charge compound 
interest oil the monthly rests at a higher rnte than the interest on tho 
principal. Docs that mean that you charge on arrears of interest? 

A. —Yes. 
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—You want to collect interest every month* 

—Yes. 

—Do you not think that it is very hard? 

—It is not very hard. It is, on tho other band, very easy. 

.—Do you pay income-taxP 

—AAe pay a smt>!l amount liotr. We have been paying a large amount 
0 .—Is not your society exempt from income-tax? 

4. —No. We have not been exempted. 

0 .—Do jou not give dean loans without joint' promissory noteef 
A.- No. 

O.-WhyP 

4.—Our redes do not permit them. 

(The witness then withdrew,) 
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Thursday, 23rd January 1930. 
MADRAS. 

PRESENT: 

Mr. H. M. Hood, l.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., u.litt., I’li.n. 

Mr. 0. G op ala Menon, m.l.o. 

Mr. H. F. P. Heabson, m.l.o. 

J)iwan Bahadur B. Mums w ami Natuhu, b.a., b.l., m.l.o. 
p.han Bahadur V. Hamekii Bultan Makicaib Bahib Bahadur. 


M.E.Ry. T. K. DORAISWAMI AY YAH Avargal, M.A., Professor 
of Economics, Presidency College, Madras. 


Oral evidence 

Mr. Cvjiala Menon: Air. Doraiswami Ayyar, you are a Professor of 
Economics in the Presidency College t 

A.— Yes. 

Q .—You wore for tonic time acting us University Professor ol Economics? 

A. —Yes. 

(<f .—You are also Joint Secretary of the Indian Economic Association 
(Madras brunch)? 

A. —Yes. 

(J .—You are therefore thoroughly acquainted with the bunking practice 
of this Presidency and of India gonorally? 

A. —1 am acquainted with the bunking theory and not much with the 
pructico. 

Q .—As a Professor ol Economics you have been teaching your students 
bunking? 

A.—Quito so. 

Q.—Wo wish to know whether students who have received training in 
bunking lime got occupations in liuuks and whether they have been found 
successful. What is your experience in the, matter? 

A. —It is only vory low who go to the banking firms. But most of the 
students do not care to tuko up potty jobs. One boeanio u probationer in 
the Imperial Bank. Those who are in the diploma of economics class came 
from tho firms and some others, having passed the diploma, got appoint* 
merits in some firms. As regards tho students of the Presidency College 
I do not think that specifically they go into banks or commercial houses 
for the simple reason that there is not very much demand for people trained 
in economics on tho part of tho commercial houses. 

Mr. Hear son : Do they go to the bur? 

4.—They go to the bar or appear for tho competitive examinations. Btill 
there is not that kind of domuud on the part of the commercial houses and 
even banks for people specifically trained in economic theory or banking 
eves. 

Mr. Copula Menon ; Do you think that upurt front the sort of instruc¬ 
tion imparted in the ordinary schools a specialized training is required for 
employment in the commercial and bunking concerns? 

A. —Ok/ yes. Special training is somewhat helpful one should 
But taking into account the economic organization of our country a nd tha 
fact that tha bulk of economic) life is agricultural confined mainly to 
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holders there is not very much room in the mufassal for joint-stock banks 
on a large scale with the result that the demand that you expect for 
people specially trained in banking in a big country which is not situated 
like India you do not find in this country. That is one of the causes 
for the small demand for people trained in banking. But joint-stock banks 
in big cities if they go about their business properly should attach value 
to people who are trained in advanced banking theory as well. They will 
he of groat help in suggesting various linos of advance. That will Iks very 
helpful towards taking a broad view of the relations between currency, the 
rate of interest and the actual economic condition. In that way it will Iso 
helpful. 

Q .—You are thinking of the present state of aiTairs. Suppose as a result 
of this enquiry thoro is going i» be an expansion of banking facilities, would 
you attach any importance to getting men trained for the bachelor of 
commerce degree P 

A.—Oh, yes. There will be somo demand for them. I do not oxpoct 
that there will be a great demand for them for reasons T have, already ex¬ 
plained, that is on account of the fact that production is very largely'agri¬ 
cultural. Those export houses engaged in foreign trade might go in for somo of 
those men if they are properly trained. Then tliero will he somo demand 
for them. 

Q. —Do you not think that such men instead of going to the Government 
offices or taking to law or even heooming professors, wouid naturally try 
to got appointments under commercial and banking concerns? 

A.—Oh, yes. It will he of some help. As a matter of fact, a faculty 
of commerce is necessary for that reason. 

Q .— What is the average salary that the economics graduates who have 
received training in hanking now get? 

A .—They aro lumped up with the other graduates and T think they get 
Rs. 40 or Rs. 50 to start with I do not think that tliero is any special 
valuo attached to them because commercial firms liavo not yet seen quite 
the need for sucb men. 

Q. —Yon say that these people are taking up jobs on Rs. 40 and Rs. 60. 
You know that there is ample room in these commercial houses and hanking 
concerns for men of that calibre. Would not tlioy bo prepared to accept 
the same salary to start with? 

A. —I think they will be prepared to accept that. 

Q. —You also know that these firms would like to got a better trained 
man who can grapple with the office work than those who are less educated. 
So do you think there is a real opening for such men in tlieso commorcial 
and banking concerns if they only try to get in? 

A .—Yes. Thore is some opening. Only those people who are at the 
head of commercial houses must realise the value of this and meet commer¬ 
cially trained men if possible half way. In every country it takes some time 
for these commercial men to realize the value of academic training. Even 
in England it was so and it was only aftor some time that economic train¬ 
ing was recognized as essential. 

Q ,—Do you not know instances where -these men who have received 
sound commercial training having got employment in commercial houses 
have come up in their career? 

A. —T do not know of any particular names. Tt, is all in the making. 
T think it must take place in the future. T do not know conditions in 
Bombay. As yet I believe there have not boon many instances. 

0. —Have you not. heard of men who have como out of the Sydenham 
College of Commerce being taken by European and Indian firms on a reason¬ 
ably good salary? 

A.—Oh, yes. It is always of help to do so. 

0. —So the Rame thing can happen in Madras bIroP 

A.—Yes. 

0. —What is meant by hanking P 

A.—It is a very large question and I shall attempt to answer it. In 
1 tanking, capital that is available for industry and agriculture is placed at 
the disposal of the agriculturists and the commercial men through the 
machinery for collecting these funds and making them available to them. 
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Basking involves a certain organisation of capital so that those who seed 
capital for agriculture And industries may hare the capital. Ton may 
divide it into investment hanking and commercial hanking so that for working 
capital and for making liquid capital in goods the commercial banking is 
very useful._ The scope of investment hanking is to lead capital for indus¬ 
tries. that is, for block account nnd things of that kind. Banking there¬ 
fore is an organisation by which capital for permanent development and 
working capital for running concerns are made available to those who 
need it. 

Q .—Do you think that money-lending is banking? 

A .—T should think the essence of modern banking is not so much to use 
the capital of the bank as to use the savings of the people. That to my 
mind appears to lie the essence of banking. Deposits, for example, will 
l>ear a very large proportion to the capital. Very often it is 8. 10 or 
12 times the capital, Consequently tlio distinction that T would mako 
between money-lending and hanking is that the money-lender mostly uses 
his own money whereas the hank uses not so much its own capital ns the 
funds placed at its disposal liy the public. That is one difference tluit. I 
make. 

Mr. Hearson : The function of banking is to collect small sums of money 
and to give capital to those who need it. Ts it not? 

A. —Yes, that is the spirit of hanking. In money-lending the dynamic 
factor of niding the saving habit is absent, whereas in hanking that is a 
very essential feature. 

Q .—The hank collects the money of other people, whereas tho money¬ 
lender does not.. Is that the difference? 

A.— Yes. 

Mr. flo/rola Mr non : From your point of view is modern hanking the 
manufacturing of credit? 

A. —Yes. It is dealing in credit. 

<?.—It facilitates tlio machinery for exchange and tho bank is the machine 
for facilitating exchanges? 

A .—The hank is the machinery for making liquid capital in goods, 
particularly those goods which can lie exchanged easily. 

Q .—Do you not think that the real essence of hanking is commercial 
hanking? 

A .—The real essonce of hanking ns was Tainted out is the developing 
of tho saving habit nnd tho collecting of driblets from large numbers and 
making those available wherever those are required. 

Q .—So do you agree with me when I sov that money-lending may ho 
a part of hanking hut cannot he hnnking itself? 

A. —Yes. Money-lending lias got certain aspects of hanking. 

<?.—Has hnnking developed in India very much as compared with tho 
other parts of tho world? 

A .—Banking in Tndia lias not developed as much ns in the other nails 
of the world for the essential reason that the production of wealth in Tndia 
is at a very low ebb and tho huge masses in this country have not the 
newer to save and consequently you find that whereas the essence of modern 
hanking is the depending upon tho savings of multitudes of neople. vmi 
do not have that advantage in this country with the result that modern 
hanking on a satisfactory scale has not vet developed so far as rural India 
is concerned—I mean the rural parts of India. 

Q .—Can you quote statistics with regard to the number of hanks in 
existence in Tndia as compared with that in the United States or England? 

A .—One should only refer to the statistical publications which are easily 
available. In the United Rtntes I think there is n. huge number of hanks. 
In England branches of each of these come to more than a thousand. So there 
we see large numbers of banks in those countries. But here it is not so 
for tho simple reason that you do not have large numbers of people l>eing 
in a position to save. That seems to stand in the way of the development 
of tandem banking in India. Thus even an attempt to create hanking 
facilities here will not be of much use unless fhat attempt is linked up 
with an organisation for making the masses produce more wealth nnd also 
save wealth. I do hot think that the attempt to create banking facilities 
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will be of much use unless it forms part of a comprehensive plan for pro¬ 
moting the agricultural prosperity, improving the standard of life, making 
the people aspire for a richer and a fuller life and making them save money. 

Q ,—Your point is that ample facilities have not been afforded for the 
development of banking. By whom do you want the facilities to he created? 
Should it he by the Government or by the people? 

A .—It is not a question of Government alone affording facilities. It 
is a comprehensive question. 1 wish that a special attitude is brought 
to bear on the problem of hanking which is bound up with the production 
of more wealth, which is bound up with an attempt to increase the standard 
of life. For these things to bo accomplished a broad thoughtful attitude 
towards economic questions is essential. 

Q .—I mean the facilities such as the expansion of railways, of the * 
postal system and of ^commerce as a whole. Do you not think that them 
has been an expansion in all the three directions during the last ten years? 

1 wish to know' whether the hanking business has developed corresponding 
to the development that has taken place in regard to the expansion of 
the railways, the postal system and commerce, both export and import 
trade ? 

A. —In regard to the third point, namoly, the expansion of trade, during 
the last ten years there has not been much of development if you consider 
the volume, of the export trade. 

0. —With regard to trade what are your figures? 

A .—The figures you find from the * Trade of India ’. 

Q .—Do you think that from a reference to these figures banking business 
has developed in the country? 

A .— In that connection l would like to point out that as regards foreign 
trade if you take the volume of trade into account there will not he much 
of an increase. Those arc all figures in rupees and the prices now have 
increased. 

0. —But have not the prices come down in the last three years? 

A .—Compared with the pre-war prices them lins been an increase of 
4,1 per cent or tliereahouts in the prices. There is not very much difference 
between your point and mine for this reason that tho volume has not shown 
a considerable increase. Banking facilities are capable of improvement, 
for example, by way of establishing land-mortgage banks. 1 am all for 
improving banking facilities, only there should be u due sense of proportion. 

Q. —What I really want to know is whether you are in favour of a 
net-work of ordinary commercial banks and other private banks coming 
into existence in the country. 

A. —There has been an increase in the number of bnnks. The Imperial 
Bank recently started 1(X) branches according to their contract with the 
Government. But the country has been passing through a depression so 
that there has not been as great a need for facilities in the central market. 

The various trades have been suffering from depression. 

Q .—So you are of opinion that the present banking facilities are meagre 
ns compared with other countries? 

<4.—They are meagre and there is an explanation for that. 

Q -—In your opiniou wliiqji is economically more sound, branch hanking 
or local hanking? 

A.—I am glad you raised that question. As a matter of fact I was 
thinking whether branch hanking is the best for a country like ours cr 
the individual bank system as in the United States of America with a large 
number of self-contained banks being linked up by some kind of machinery 
was the best. It is a question on which there might be difference of opinion, 
but my sympathies are more for individual banks being developed for the 
simple reason that I find that on account of the difference of habits and 
languages in different parts of this country blanch hanking may be difficult. 
Therefore my inclination is rather for independent banks being developed 
especially in view of the fact that we are not capable of managing yet 
huge enterprises where complicated relationships exist between different 
parts. I think there is some scope for development of individual banks. 

24 
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Especially when the reserve bank comes into existence and when facilities 
for discounting are available, individual banks started in different parts 
of tlie country will to ray mind be much more helpful than branch banks. 

Q -—Have you applied your mind to the Indian conditions when you 
say that you support the establishment of individual banking as compared 
with branch banking? 

A.—It is with reference to Indian conditions that I am saying that. 
By individual banks I do uot mean small mushroom nidhis. Instead of 
a mammoth organization spreading its branches in different parts of the 
country I would rather have a number of banks where there is scope for 
the exercise of initiative and where the local needs might be well attended 
to. When we are in our present state of evolution it is much better for 
us to manage such comparatively small organizations than to manage a 
bank with a large number of branches. 

Q .—You know that the main industry in this country is agriculture 
and about 70 per cent of the population is engaged in agriculture and one 
of the objects of this Committee is no doubt to find out better agricultural 
credit facilities. Suppose a hank is started iu a rural area. Do you think 
that it ean find enough business throughout the year? 

A.—I do not think I have made myself understood. I do not mean 
that the individual bank is for the agricultural purposes iu the village 
solely. I shall make myself clear. Instead of having one single bank in 
Madras with a number of branches in various other places, a bank in 
Trichinopoly, o bank in Oalicntj a bank in Bangalore and a bank in Tinne- 
relly would be better. T would not be against say 5 or 6 hanks managing 
very largely the kind of work, not primarily agricultural, that has to be 
done in this country. That is what i mean. Instead of one bank, sav 
at Delhi or some other place with a number of branches scattered nil over 
Tndia T would prefer individual banks in the various places. 

Q .—Do you think that for such banks there will be enough work through¬ 
out the year, especially in the light of the fact that only in pnrticular 
seasons money is required in particular parts? 

A.—That is why I want to link them with the reserve bank. In seasons 
when there are surpluses in the banks they will go into the reserve bank. 
Without a reserve bank you will be led into difficulties even ns America 
was led. Originally there was no concentration of banking facilities in 
America, with the result that the scattered reserves did not find employ¬ 
ment. So they had recourse to the reserve bank later on. Tn this country 
I feel that with the starting of a reserve bank there would bo facilities 
for remittance of funds. 

Q .—Reserve bank can have business only with the head office of a hank. 
Suppose there are 100 individual banks in different ports of the country. 
Do you want, the reserve bank to have dealings with all of them ? 

A.—Exactly. That is the function of the reserve bank as T understand 
it. All joint-stock banks con receive help from the reserve bank if they 
observe the various conditions laid down. The reserve bank is not to have 
relations with some big banks only. It must have relations with all the 
joint-stock banks and approved banks. 

Q .—Do you not think that there will be this advantage for a branch 
bank, when it does not find business in u slack season in the agricultural 
year, the branch can remit its surplus to the city and employ that money 
there for trade purposes? 

A.—X thought of this point whether there will he enough work always 
and I found the explanation for that in the creation of the reserve bank. 

Q .—Suppose there are a number of branches for a bank. For instance, 
the Indian bank has got six branches and the Nedungadi bank has also 
got a number of branches. Do you think that such hanks can function 
properly and attend to the agricultural needs and also to the trade and 
commerce of the country or do you want a network of individual banks? 

A.—The Nedungadi bank,comas under my scheme. When I said I 
would prefer individual banks to branches I did not intend that no single 
branch ought to be opened. 

Q ,—Do yon then think that branch banking has got greater advantages 
than individual banking? 

A.—That is not my view as I have developed it. 



Q. —1b it possible {or the Government to accelerate the pace of banking 
progress? Have you any idea!* 

A. —The Government can do something. But apart from the Government 
agency the leaders of the public have also a part to play. The first thing 
is to moke the average ryot aspire to u higher standard of lit'o and mako 
him work harder. That is a work for the Governmental ugency and the 
leader's of the public also, i think the Government in all its departments 
must be infused by that kind of spirit. 

Q .—How can money be made available in our country foi loanable 
capital P Is not the scarcity of money the root cause of the high rate of 
interest or is the cause of the high rate of interest the difficulty in collecting 
money through proper agencies and making it useful to others!-' 

A -—It conies to this—whether our banking resources are adequate or 
whether it is the absence of organization that is responsible for the high 
rate of interest, i do not know whether i am expressing your mind when 
L bay that you want to ask me whether the resources are adequate or 
whether the resources being adequate on aceount of the lack of organization 
money is not available when it is required. 

Q. —l)o you think that sufficient money is available in the country and 
it could lie made useful il there is a proper organization S' 

.4.—On this question one should draw a distinction between centrul 
money markets in Madras, Bombay or Culeutta and the villages. The 
conditions of the central money market are to some extent similar to the 
conditions of the central money market in London or Paris for this reason 
that the rates at which money is invested by a number of investors, bay, 
in Government loan, are the same. There you bait* a parallel as regards 
the rate that people who invest their money in Government loans get. But 
at the extremities you find a difference lietwcen the conditions elsewhere and 
the conditions in India. The high rates prevailing here are due to a number 
of causes. I do not agree with the statement that the resources are quite 
adequate. To my mind it appears that the resources also are not adequate. 

{).—If the money available in the country is usefully employed do you 
not think that there will be scope lor a lietter organization? 

4.—Oh, yes. There is scope for better organization. There should be 
a better organization. But the resources themselves are not quite adequate. 
I want to emphasize that point also, for the simple reason that the produc¬ 
tion of wealth anil the savings on tin* part of the bulk of the people are 
not at all adequate. There may be some aggregated wealth but not distri¬ 
buted wealth. , 

Q .—As regards the village money-lender, do not you thinli that his rate 
of interest is tairly high? 

4.—Yes. he gets a better rate of interest. But 1 am uot one ol those 
who feel that we can blame the village money-lender and the indigenous 
hunker who have to charge a high rute ol interest lor the simple reason 
that a bank could afford to charge a lower rate of interest liecuusc iti is 
not its capital that it lends but it is the deposits. These deposits arc 
got at low rates of interest and yet the banks are able to pay dividends 
of 12, 15 and 18 per cent. The money-lender or the indigenous banker 
does not get nor take deposits anil ho lends his own capital. The rates 
of interest will come down only if the bulk of the people develop the habit 
of saving and putting it into banks. Another point that strikes me is 
that the rate that is paid on deposits is rather low, and the rate which 
the 'ryot has to pay on the loan that he borrows is very high. On account 
of this disparity between the rate which he can get on any deposit that he 
tnukes and the rate he has to pay for loans, there is no inducement to put 
money on deposits. There ought to lie a lesser gap between these two 
rates. That again is a question of organization. Unless this gap is uar- 
rowed down you cannot expect people to deposit their money in banks. 

0,—Do you believe in controlling the rate of interest by legislation? 

4.—I do not believe much in laws or legislation. 

Q .—Have you learnt any lessons from the failures of some of the Indian 
joint-stock banks in tbe past? 

4.—Yes, there were a number of banks that failed. 



—What 1 want to know is are you for Government control to ho insti¬ 
tuted for protection to depositors ? 

1.—1 am for some regulation. It is well that there is some legislation, 
hut we should proceed very cautionsly in this matter. 

Q .—Do you know any countries where such legislation exists at presentP 

A. —In the United States they have tried to protect the interests of 
the depositor. But in England 1 do not think there is any kind of propor¬ 
tion fixed for n bank. That kind of legislation is in the United States 
only. 

Mr. Thomas: What about Canadu Y 

.1.—There is. I think, no legislation there to that effect. 

Mr. Gopalu Meuon : In or^ler that the indigenous bankers may serve a 
useful purpose in the banking proper, do you not think that the Indian 
money market should be thoroughly organized P Have you got any proposal 
for such organization ? 

“.1.—As regards that question if we develop the industrial activities of 
the country the indigenous banker will slowly transform himself into a 
joint-stock bank. But this will take a long time. 

y.—Should the indigenous banker work as a separate unity Have you 
any proposals lor bringing him into a federation of banks? 

A. —The indigenous nankev will hnve to play his role on traditional lines 
for a long time to come More he adopts modern methods. But already 
the indigenous banker is linked with the central money market, e.g., he has 
accounts with various joint-stock banks particularly the Imperial Bank and 
acts as middleman between the central money market and the money market 
of the villages. Some more regulation, some more conscious attempt at 
making them port and parcel of a comprehensive banking organization may 
be necessary. 

Q. —You have been talking of the reserve bank. Do you think that the 
Imperial Bank has served in the past ns the bankers’ bank p Are you 
for developing the function of the Imperial Bunk or bringing into existence 
a separate institution, call it reserve bank or State bank? 

A.—You cannot compare the function of the reserve bank with that of 
the Imperial Bank. Their functions are different. The Imperial Bank 
cannot uct as a reserve hank itecause it now competes with the other joint- 
stock banks. 

Q .—Do you think that the reserve hank should only control the money 
market and not do commercial bunking? 

.1.—1 would not lay much emphasis on that; because if the reserve bank 
is constituted then there will be alternative agencies available for the 
promotion of banking oven apart from the Imperial Bank. 

Q.—Are you for imposing any restrictions on the exchange hanks ami 
the foreign insurance companies in India? 

A. —They now serve a useful function in the international trade. 

Q. —Do you think they can develop on the same lines on which they are 
now developing or do you want to impose any restrictions on them? 

.1.—Apart from imposing any restrictions I am rather for positive 
development than negative attempts ut control. My emphasis is rather 
for our developing our hanking resources, our hanking capital, our banking 
organization than placing any restriction upon their development. We can 
also, I think, run similar exchange hanks. I would emphasize the positive 
side. 

Q .—You do not want to interfere with their functions at all? 

,1.—They now’ serve a very useful function in the international trade and 
the national money market. India has at present large trade connexions 
with different countries of the world and it is all now done through 
the exchange banks. I am not for any kind of meticulous interference. 
I would rather advocate our organizing our resources, improving our organi¬ 
zation , developing our wealth and thus being able in course of time to 
run the foreign trade of India. 



(j .—Have you any scheme for the develojunent of the savings of die 
very l>oor classes in the country, i.e., those vlio cannot go to a bank at 
the regular hanking hours—labourers, certuin classes of businessmen and 
such like people? Such people can save something hut cannot come during 
banking hours to invest theiv savings? 

A .—Are you thinking of towns? 


V.—Yes. 

A .—That is a question for the practical banker to solve, whether lie 
can alter his banking hours to suit such people. 

Q .—Have you heard of “Kvciiing Banks" existing in any country? 

A.—1 have not. 

(J .—What is your idea will) regard to municipal banking? Do you think 
that municipalities should attempt it? 

.1.—I would rather they discharged at present the functions that they 
are charged with non properly and without any ground for complaint than 
run banks. 

Mr. IJrtimoii: The tun in necessity ol a bunk is confidence. Only a large 
bank with plenty of capital would inspire confidence while a small bunk 
will not inspire so much confidence. A local disaster of some sort will bring 
down u small bank. Blit il it is u lug bank with branches, say, in Madura, 
Bcllurv. Unjahinnndry. Calicut. Tiiinevellv. etc., n local disaster will not 
necessarily affect it. Is it not? Then is not a big bunk preferable? 

.1.—To that extent it is true but there are other compensating advantages 
in the latter. 

(J. - 1 understood you to say that the agriculturists who constitute the 
bulk of the population have no money to invest. What about the question 
of hoarding? They say Unit there are evores and craves ol hoarded money? 
A vast amount of gold and silver is imported into the country every year. 
Is the money hoarded by the millions of the middle class or the few rich? 

.1.— If you take into consideration the fact that jewel is a lorm of hoard¬ 
ing then 1 can say that there is mueh of hoarded capital. This jewellery is 
largely a question of habit and that will persist until the whole outlook of 
the people is changed. 

The i'hoirunm : Is it changing? 

A. —It is not changing rapidly. 11 it is changing rapidly then the co¬ 
operative movement would have shown much greater development than 
it has now shown. 

<).—All the hanks say tlieir deposits have increased. The rural co-opcrativo 
societies have put a hundred lukhs of rupees in the co-ojierutive societies. 

A. —That is not the agriculturist. 

<).—It is the agriculturist. The agriculturists have put ill 70 lakhs of 
deposits and about .'kl lakhs of share capital. Is that not much? 

.1.—It is not much compared with the population. 

ilfr. Hearton: 1 understood you_ to s»y that you wanted to encourage the 
savings and at the same time to improve the standard of living. Are not 
these two antagonistic to each other P If you want them to spend more will 
you not make it difficult for them to save moreP 

A .—l think these two are complementary to each other. It is only people 
with a high standard of living that will save more, it is only countries 
which produce more, whose standard of life is very high who spend more 
and save more. In India they produce little, have a low standard of life 
and hence save also little. 

Q .—In the last few years so many Chetti firms failed. 1 was in Bombay 
when the Specie Bunk failed. Public confidence . was very much shaken. 
It was so because the banks were not able to meet some reverses. Their 
resources were not great. Is it not 1 letter to have big banks with a large 
amount of capital than small individual bunks? 

A. —I am for joint-stock banks. There is no question of that. 



6.—1 take it that you said that in the large towns you wanted the joint- 
stock banks and that they should spreud in the smaller towns and that 
the indigenous banker will be a sort of advance guard spreading in small 
villages all over the country and to which places the joint-Btock banks 
should later on follow. Is it not f 

A. —Yes. As banking habit develops the indigenous hanker will bo 
absorbed into the joint-stock banks. But that will take a long time to 
come, but it is bound to come. That has been the course of progress in 
other countries as well. 

(j .—In England there were formerly private individual bankers, but 
they were absorbed and now you get only the Big Five. Do you consider 
that the right kind of development ? 

A.—Yes. 


Q .—As regards exchange banks that many many years should elapse 
before you need think or worry about an international bank, you have 
got to provide banking facilities ior internnl trade first. The banking facili¬ 
ties for international trading are at present adequate and any resource 
can lie more usefully spent and is necessary lor internal trade. Am ( 
right P 

A. —That was not exactly my position. Tt is that you could develop 
both at the same time, though the provision of banking facilities for internnl 
trade requires urgent attention. 

Mr. Thomas: May 1 ask whether it is the lack of mobilization of resources 
or the lack of savings that is the cause ior the inadequacy ol bunking facili¬ 
ties in India P 

A. —I think, both. There is a lack of resources and there is also lack 
of mobilization. Take for example, the amount of loans that the Govern¬ 
ment borrows, hi spite oi our large population we have not boon able to 
suW'i-ilte tor the loans that the Government of India requires every jour 
for expenditure on railways and irrigation works. Wc find we have to go 
to external markets, which shows that our resources are not adequate to 
meet such demands. 

Q .—'You spoke ol the disparity lietween the interest charged on loans 
and tjie interest paid on deposits. Is the disparity so very greatP 

A.—If you take for instance the indigenous banks, you will find there 
is very great disparity. As regards the rate on deposits I think the co¬ 
operative banks only pay to 5 per cent on deposits paid to them. 

The Chairman: They pay up to per cent; and in some fuses the villugo 
soceities pay up to 7 |>er cent on deposits left with them by the public. Tlio 
village societies borrow from the central bank generally at 7\ per cent? 

A.—The disparity noticed is due to the fact that some of the hanks 
in the past failed to inspire confidence in the peasantry. The security that 
the ryot requires for his deposits must be A-l and the rates paid by the 
joint-stock banks on their deposits are much lower than 7 per cent. This 
cannot help the ryot. The ryots in villages are very apprehensive, owing 
to their lack of education and they do not understand things that take place 
at a distance. It appears to me that the above stands in the way of 
ryots’ making any deposit. They may have commonsense, but confidence is 
a thing that is lacking in them. 

Mr. Thomas: I suppose the point you want to make is that the ryots find 
it difficult to save up, because the encouragement they get by way of interest 
on deposits is not encouraging enough P 

A.~Yee. As the Chairman pointed out while even co-operative societies 
are paying not more than 7 per cent I do not think other banks would 
pay as much. 

Q .—Can you tell me what is the prevailing method of granting credits 
followed by the Imperial Bank? 

A.—So far as I know, the way in which the Imperial Bank lends money 
is on the security of goods, on produce, etc. In the brandies in the mufaa- 
sal they lend almost on goods. 
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Q.—What I want to find out is whether the methods of granting credits 
at present are calculated to foster sound business methods. Do they deal 
in commercial bills or in accommodation bills, merely P 

A .—I hare no expert knowledge, but 1 am told that it is done through 
overdraft. I agree that wo mnst develop the ability of using bills. A bill 
market must bo created in connexion with the establishment of a reserve 
bank and as far as possible the cash credit system must be replaced by 
the bill system. 

The Chairman: May I know what y on mean by the bill system? 

A .—In the bill system we generally offer a bill as security which can lie 
discounted at the reserve bank. By bill, 1 mean a bill of exchange. 

Q .—What is the security for it? 

A .—The security is goods, the name of the drawer and the drawee. 

Q .—The hills that you refer to are different bills covering specific trade 
transactions. Do .vop include trade hundis also? 

. 1 .—It is a trade bill that 1 have in my mind. ' 

Mr. Thomas: It is, therefore, necessary to develop the use of proper 
commercial bills in place of the present accommodation bills? This is essen¬ 
tial for the development of sound business? 

A. —Ye*. 


Q .—Is it your opinion that we have not done so in the past? 

A .—We have been developing the cash credit, side of banking, ami with 
the opening of a reserve bank, I think we must linvc a bill market. 

Q .—How would you encourage such bills? 

.1.—Trade bills can be encouraged by means of special agencies appointed 
lor the purpose and also through banks in co-operation with the merchants. 
Propaganda will be of much use in this connexion and there must be also 
personal influence in the matter. 
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f .—What class of businessmen undertake this work? 

-1 think the petty traders, the merchant, houses anil the middlemen 
who transport produce, all these people may draw bills. 


Q .—Which classes of businessmen discount bills at present with the 
Imperial Bank? 

.1.—Through the merchants in towns. 


(J .—Are not the Multanis and Marwaris now doing thisP 

••I.—The C'hettis, Marwaris and the Multanis have overdraft accounts. 
But I do not know very much about those things. Those ore matters of 
practice. 

<).—Do you know why it is that some of them obtain special facilities for 
bills living discounted on more favourable rates than other classes? 

.1.—Perhaps it is a question of actual commercial practice. My own 
opinion is that the Multanis are u class of people who are engaged in the 
financing of the movement of produce. It is a self-liquidating bill that 
they are dealing in. That is to sny, within a few months after their busi¬ 
ness they realise their money on tbe produce. But in the case of Xattu- 
kottni Chottis and Marwaris it is not so. They generally lend in the villages 
and their business is not a self-liquidating transaction in the sense in which 
a trade hill is. 1 think, perhaps that accounts for the Multanis getting 
better rate and greater facilities. 

Q .—What facilities docs the Imperial Bank at present give to agricul¬ 
turists? 

A.—They indirectly finance agriculture through co-operative societies by- 
giving them facilities for overdraft. Secondly, they themselves lend money- 
on produce. They stock the produce and on the security of it, they lend 
money. These are the two ways in which they help the agriculturists. 

Q. —In regard to the Indian joint-stock banks, do you think there is 
ample reserve fund accumulated by them? 

A.—Of course. If we examine the figures we find that the reserve is 
not on tbe same proportion as that of the exchange banks. As regards the 
exchange banks we do not know the figures of their foreign transactions. 
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Q .—Yon said in reply to a'previous question that in England there is 
no regulation for the keeping of any reserve. But, in practice, the English 
banks keep ample reserve funds, and -when any stringency arises, the Bank 
of England comes to their rescue. Is it not so? 

A. —Hay lx*. As » matter of fact our Indian joint-stock banks also 
keep more or less as much as any English bank, but there, there is better 
organisation, and the central banking organisation there is well-co-ordinated, 
which makes the funds go further than is the case in India. Otherwise, 
1 think, both are more or less on the same level. 

O.—Since there is not yet a central reserve system in Tndia, do you not 
think that our banks are handicapped? 

A.—Yes. 

—Do you think that it is possible to develop an agricultural paper 
et of long currency us in the United States of America? 

A. —I think, in Japan there is one. I do not see any reason why we 
should not have one in India. I am of opinion that we must develop it 
here. 

Q. —What facilities, do you think, are available here for such an advance? 

A .—It is a question of warehouses only and, ( think, we have ample 
scope here. 

Q .—Who should organize and develop that kind of business, should we 
not? 

A. —The Government may come forward to help, inspire, and guide the 
movement. Preference should )>e given more to private organizations, for, 
J find that in other countries private organizations depend on their own 
resources, with the influence and help given by Government. My sympathies 
are in that direction though I do not want to lay any great stress on that 
point. 

Q. —What is the relation between the market rate and the bank rate 
ill this Presidency? Is there not much disparity between them? 

A.—1 think with the progress of time the Imperial Hank rate has more 
and more an influence on the bazaar rate. That is what I feel, has Ijeen 
the case ns time is progressing. The control is not quite the same as 
that found in well-organized countries where there is greater co-ordination. 

Q .—You therefore say that there is considerable disparity between these 
two rates? 

A.—I am not very familiar with that, but 1 think that there is not great 
disparity between them. 

y.—The point that 1 want to bring out is that the actual rate at which 
an ordinary businessman could get money is always much higher than the 
Imperial Bank rate. Gun you tell me what is the reason for that? 

A. —That is due to the fact that tiie money-lenders and those through 
whom the lendiug is effected themselves borrow from the Imperial Bank 
usuully at the hank rate or a little more (say, J per cent) according to 
their usual practice and naturally therefore they have to charge something 
higher. 

Q .—Do you not think that the absence of proper stock-brokers is one 
cause ? 

A. —Even if yon have hills, 1 think, the rate at which the.se bills are 
discounted will he higher. 

Q -—With proper acceptance houses, as in England, do you not think that 
the conditions will not become better? 

A. —Even in England there are differences, but the difference here appears 
to me far grenter, Tt all depends on'the money conditions in the bazaar 
as distinguished from the central hank. 

Q .—Is it true to soy that there are more facilities in this counter for 
external trade than for internal trade. 

A. —Yes, I think so. 

,. -What is it due to? 

A.—Because in the external trade large masses of goods come into ports 
an that you can organize effectively through some kind of agency, whereas 
in the internal trade a large mass of small transactions is involved and 
hence a great deal of organization at different.places is necessary. That, 
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to my mind, explains very largely the reason why you have greater facili¬ 
ties for external trade. Not only that. Those who want to buy our goods 
are a set of organised people and naturally they look after their interests 
very keenly. 

O ,—What are the obstacles in the way? 

A .—The obstacle is that our very economic organisation is very mediaeval 
in character with a large mass of people whose standard of life is very- 
low and whose saving is practically nil. 

Q .—Why should not the co-operative societies and joint-stock banks 
become more scviceahle and work more efficiently than they do to-day? 

.4. —Co-operative societies have very much more important work to do 
in giving more facilities for agriculturists and in raising their standard of 
living and increasing their economic prosperity. They are already striv¬ 
ing towards that end, but I think, there is- room for greater improvement 
and more rapid progress, 

Q. —-You know that some co-operative hanks have taken to the discount¬ 
ing of bills and remittance of money. Do yon think it is a legitimate line 
of business? 

A.—1 think that it is better for co-operative societies to stick to llioir 
work of giving primary facilities to the agriculturists than venture upon 
new transactions which must result in risks. 

Q. —But, then, the agriculturists want facilities for remitting their 
money at a low' rate. They also require facilities for getting their bills 
discounted. Especially where there are no branches of the Imperial Bank 
who will undertake it? 

.4.—T do not think that co-operative societies must do all that kind of 
business. That kind of work requires very great care which the indigenous 
bankers and the Multan is might do cheaply. 

£>.—Are not co-operative eentrnl hanks competent to do general banking 
work and cun they not be made competent to do it, especially where joint- 
stock banks do not exist? 

A. —Yes, they are, and their main work lies in the direction of developing 
tlio co-operative movement. T am not favouring it for this reason, that 
there is yet more direct work for them to do and the co-operator might say 
that this is also included as part of his work. 

Q .—Will there not he any- risk, then? 

.4.—As a. matter of fact there may be risk in that. The co-operative 
primary hanks are on unlimited liability basis. When trade hills are under¬ 
taken by them they arc not particular to see whether there is any risk 
involved therein, but all the same there may be risks. 

Q .—Do you not think that there are properly trained men for appoint¬ 
ment in co-operative banks? 

.4.—Yes. I should think so. The co-operBtive movement will gain consi¬ 
derably if people who are trained in banking and economics are appointed 
in co-operative banks anil institntions. 

Q. —There are some optimists who think that the whole of hanking 
business could bo managed on co-operative lines, even exchange business. 
Do you think tlinl this is feasible? 

,1.—They may be impregnable in that faith, bnt there are various kinds 
of banks that are required and there must be room for other banks also. 

Q, —Now, may T know what plans you hnve for linking up the indigenous 
money-lenders and bankers with the central money market of the country? 

.4.—I have not got very definite plans. The indigenous banker innst 
lie looked upon ns a very important person functioning in the Indian 
economic organization which is of n peculiar character. The attitude 
towards the indigenous lmukor should not lie one of suspicion but he should 
be treated as a person who has a definite place taking om- economic organi¬ 
zation as it is. 

0.—Should he not In* given help from Government? If so, what kind 
of nelpP There is a proposal that the indigenous bankers might be 
given facilities to get funds easily in lien of some restrictions imposed on 

his business? 

A - -Yus; for the simple reason that the ryot will be benefited if he has 
better facilities, 
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jj.—Some people think that Government cash balanoes might be utilised 
in increasing the financial resources of land mortgage banks. What is your 
opinion on thatP 

A .—Government cash balances are not very high. The general tax-payer 
will have to pay for it. 

Q. —Are there not more important reasons against it? 

A. —The main reason to my mind is that cash balances are not very high. 
Why should the general tax-payer suffer for it? 

Q .—Is there sufficient facility tor hanking education in this Presidency 
to-day P 

A. —It might be improved. 

Q .—Do you think that the economist is properly utilised in ordering tlie 
financial affairs of the country? 

A. —You mean us regards development schemes and tilings of that kind. 

Q .—In regard to banking re-orgamention and financial developments in 
general P 

A .—1 think as regards the development schemes the economist might lie 
uitilized to a larger extent. 

Q .—You are aware that in the United States and in England economists 
play a very important part in futaucinl regulation and administration? 

A .—Yes. ' Because the country requites (or its imprvoement such special 
knowledge. 

The Chairman : You suggested a little while ago that it is nccessai.v to 
raise the standard oi living in the villages. Ilow would yon do it? 

A. —Jt is a very big question. Tt ran be done ns it lias been done in other 
countries. 


Q. —How- do you propose to do it? 

A .—It is by developing industries and by applying science to agriculture. 
Q .—1 take it that the profits ot ngricultnie must be increased? 

A.—Quite so. Tlie income ol the agriculturist must be increased. 

Q .—That resolves itself down to two points; either he must grow more 
crops or ho must sell the existing crops at a higher rate? 

A. —Yes; and also any improvement ought not to be neutralized by 
an increase in papulation. 


Q .—How is it possible to increase the yield of the land? 

A .—I should think it is possible: otherwise the various recommendations 
made by committees like the Royul Commission on Agriculture arc of no 
value, e.g., the Agricultural depuitment is working various experiments. 

0 .—What is the increase in yield you can expect? 

.4.—That depends on wlint the experiments ore and how they would he 
applied. 


'.—Have you any idea? 

.—] cannot obviously foresee, that depends upon developments. 
K —Material increase? 

.—Quite so. 


0. —How, materially? 

A,—That depends upon experiments actually lieing applied. Tt depends 
upon the future. 

Q.—Is it possible to raise the standard of living? 

A. —Yes. 


Q .—By how much the income will lie increased? Have you nny remote 
idea? How much per centP 

.4.—One cannot say that. 

Q .—10 per cent or 15 per cent? 

A.—Yesj it might he even more. Japan has raised the standard ef 
living. Why not IndiaP It should be raised. 

Q .—Can itp 

A.—WhyP Can it not? 

Q .—The other point by which the ryot’s income could be increased is 
by raising the prices? 

A.—Yes, 
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Q —lit there a beginning to it V* 

1 —It should be exploied 
(J —Have you exploied? 

A —To some extent, e g, pools should bt u exited, espouallj lor 
<igi icnltural pioducts 

Q —What soit oi pioduLO'' 

A—It might be groundnut jute, cotton, etc 

U —Paddj •* 

A —Pol paddv tin maikuts aie veil neai wlieio.is the maikefs loi othei 
pioducts aie vei> distant, where the markets aie tar away, the suiplus 
that is sold is veiv luge Theie is gieatei scope ioi pooling 

0 —You think that pools taking the piesmt stitc ol affairs would lesult 
in disposing of the pioduce piofitabh * 

A —It depends upon so inanv faitois 

O —What is the lesult ot these factoiM' 

A—The lesult is that he mav get some nu lease 


0 —You cannot bav dehnitelj ■* 

1—No, I cannot piobe into the tutuie 

Q —'taking tile pi event stnto ol atlaiis non the uitci median tike's a«n> 
n laige shaie ot the pioeluce'' 

A —It the rjot is oiganized he can pel form the sei vices of the wter- 
mediaiy himseli and thus get some piofits 

Q —Paiticiilni)> in lelatiem to huveis tlic selleis aie verj laige in 
nnmhei Is it not’' 

A —The liuveis au veiv tew md tlie selleis me scatteied and veij 
huge in nuniheis The iiiteunediaiv pavs the solid The ultimate buvei 
is the consumei Bj the system ot pooling and hetti i in gaiuzntioii on the 
side ot the agi icultm ist lie might get t bettoi puce 

(J —You suggest the standout ol living to he laisecl’' 


Q—In theie auv possibility ol pioducing bettei Hops foi i lughei 
standard of living'' 

A —Quite possible in tlie easi of i-eitun eiops 

Q —Revised niaiketing methods might be possible to get some licttei 
juices'' 

A —Yes, also bettci industilal developments and subsidiaiv occupations 


Q —What is tlie subsidiai-v ote upation ^ 

4.—That is the difficulty Industrial developments on siimlui lines to 
Japan must take place 

Jfi Muthmh 1 heltii/ai T)o vou think that bonded waieliouses could be 
managed bettei by Government than hv pnvate agencies? 

1 —Yes 


—Do >ou hope that puvaU agencies will be able to do it? 

—Tlies might 

—Do jou know something about the Chettiyais business m Madias? 
—I know something ubout that in the Piesideiuv 


Q —Have you heaic 
Cejlon, Siam, Indo-China Sumatia, Federated Malay States, etc ? What 
aie the causes? 


A —PerhapB the} get a liettei late of mteiest than m Madias It 
uiav be due to that I’eihaps theie aie< inoie oiganized luhlwi estates in 
Malaya and vast stretches oi jiaddy fields m Burma In those places theie 
might be jierhaps a bettei sense of keeping boilowers uji to their obliga¬ 
tions than perhaps here 


Q —-Do the Ohettij ar businessmen here expenenoe difficulty m realizing 
their outstandings? 

A —There ought to be a simplification of ull methods of legislation of 
documents, mortgage deeds, sale deeds and things of that kind It ought 
to he done much rnoie scientifically That would be m the interest of the 
ryot and also m the mteiest of the general public. 


ie4 


0.—Is it due to the difficulties experienced in recovery that the Ckettlyar® 
are taking to other foreign countries away from British India? 

A.—Yes; delay in recovery. 1 was told that it was more simple in 
Malaya. 

Q .—Have you heard of it? 

A. —L have heard of the conditions of registration in Malaya being simple, 
dear and intelligible. If you have it here, the ryot will be benefited by 
his getting loans at a cheaper rate of interest. 

O ,—Do the Multanis finance the agriculturist in this country? 

A.—l have not heard of it. 

y.— The co-operative societies are exempted from income-tax and regis¬ 
tration fees ? 

A ,—That is true; on account ol the human value in the co-operative 
movement that is done. 

0. - Is there an increase in insolvency proceedings? 

.1.—I think we hear of insolvency oftencr. 

Q .—YVhut are the facilities that protect them to declare themselves as 
insolvents? 

A .—The trading conditions compel insolvency. The insolvent might bo 
n good gentleman. People resort to insolvency courts although there are 
private rumours that they lay by large sums. 

Q. —Who is in charge ol the insolvency administration in this Prcsi. 
ilcncy ? 

.4.—The High Court, I suppose. 

y.—Some indigenous bunkers recently tailed. You could say thut they 
are due to their clients resorting to insolvency proceedings? 

A.—It may he that or may lie due to other causes. The fall in prices 
of various commodities lias placed greater difficulties even in the way of 
the co-operative movement. Perhaps that might also have affected the 
indigenous banker. When the merchant finds that the prices have fallen 
down, the burden of his debt becomes greater. The cheapest way out of 
it is the insolvency court. 

y.—If you extend this system of equitable mortgages to the district 
towns or even throughout the Presidency, do you not think that the 
persons owning properties will he uble to get loans on easier terms? 

A.—] am all for simplification of the conditions relating to titles and 
registry of documents. 

Q .—Would you extend this facility to all plucex throughout the Madias 
Presidency? Now it only obtains in the City of Madras and in the other 
towns you must have a regular mortgage deed. 

A.—I do not understand that system. 

y.—In Madras if you have got a house you simply take the title deeds 
and take them to the money-lender who gives you the money and keeps 
them with him. But in Chingleput you cannot do that. Would you be 
in favour of extending this facility throughout the Presidency? 

A.—Of course this is simpler and 1 am all for simplification unless it 
is attended with other disadvantages. 

'Mr. Thom at: Would it not work hardship on the Inn-rowers? 

A. —The title being simple and clear it is not likely to do so. 

Mr. Mnthiak Chettij/vr: Now summary proceedings are taken only on 
loans on demand promissory notes. Suits are filed in the High Court and 
the summary proceedings are allowed. But these are not allowed' in the 
- mufassal. Would you extend these facilities to the whole of the Presidency? 

A.—If it works undue hardship I am not for it. But if the ryots can 
take care of themselves and are clear about their obligations then simplifi¬ 
cation of the kind you suggest is helpful. 

Mr. Oopaia Menoi i: Do you know the reason why this simplification exists 
in Madras? 

A.—I do not know. 



Q .—Of course it facilitates trade. JJut in the lmilnssul towns there is 
not so mucli of trade. Under the circumstances would you l>o for giving 
the same facilities to the mufussal towns? 

A .—1 would bo for it if the lender has facilities and on thut account 
does not charge a high rate of interest. 

Mr. Muthiah (’heltii/ai : If this facility is afforded to the money-lendors 
they can recover the money and give it to useful businessmen. In that case 
would you not favour the extension ol this facility? 

A. —Oh, yes. 

Q .—You acre just saying ul>ont the increase ol income for the ryots 
and about the developments to be carried out. Take the case of the delta 
irrigation works and the Mettur project and other things. By means of 
these do you not think thut the income ol the rvots could be increased? 

A.—Oh, yes. It being increased. 

(The witness then withdrew.) 
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Friday, 24th January 1980. 
MADRAS. 

Present: 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. C. GIopala Menon, k.l.c. 

Mr. H. F. P. Hear son, m.l.c. 

Divan Bahadur B. Munis wash Natudu Avargai, b.a., b.u., u.l.o. 


M.R.Ry. 7. RANGANAYACULU Avargai, Madras. 


Oral evidence. 

'the Chairman: You tire a merchant carrying on business in Madras? 

A .—i ant an inhabitant of Guntur district. 1 am carrying on business 
iu Madras, Guntur and other places. 

Q .—Are you doing any (tanking or money-lending business? 

A .—I am not borrowing money front banks. But 1 am lending mj ovui 
money. 

J .—On what securities do you generaJJy lend? 

.—On promissory notes and sometimes on mortgages also. 

J .—1 want to know what is behind the promissory notes us security? 

.—There is no such security, but we generally rely on our confidence in 
the borrower. 


0 .—What is your ordinary rate of interest? 

A.—1 lend generally at 9 per cent. 

O .—Do you lend on house property? 

A .—Not on house property. Sometimes zamiu villages are kept as secu¬ 
rity and 1 lend on that. 


O .—Do yon lend on jewellery too? 

.1.—No. It is sometimes dangerous. 

Q .—Why do you regard it as dangerous? 

A .—There is always difficulty in getting them valued. There are various 
qualities of jewellery and there is always fluctuation in the market witli 
regard to their price. For the lust few years the price of gold has been 
going down., and we regard that business os dangerous. 

Q .—Do you not think that you can easily value the jewels und realize 
your outlay at any time? 

A.—We can, but the price is not steady. Certain jewels which have 
been valued at Fs. 1,000 some six years back are now valued only at Rs. 400 
or Rs. 600. 


Q .—What rote do you generally charge on jewels? 

A.—I said that we do not lend on jewels. If ever we do, we charge 
0 per cent but that depends upon the necessity of the borrower and tight¬ 
ness of money market. 


Q .—How much do you charge on pro-notes? 

A.—On pro-notes also we lend at 9 per cent, and that is for a fixed period. 
When the money is returned, and when there is no opportunity to invest 
it in business, we generally deposit it with the Nattukottai Chettis. Here 
we charge only 8 per cent. The deposit can be withdrawn at any time. 

J .—Do you carry on any trade besides? 

,—Yes, paddy and timber from Burma. 



199 


i.—Do j'on depend on your own capitnl or do yon borrow from any 
bank? 

A. —I do not borrow. I depend on my own capital. 

Q.—Have you any agency in Burma for purchasing the goods P 
A.—We ourselves purchase them from some European firms in Burma. 
We send our own vessels once a year, buy them and return. 1 am the owner 
of some vessels also. 


Q .—What is the firm from which you buy? 

A. —Timber from Messrs. T. I). Findley & Co., Moulmein and paddy from 
Akyab. 

Q .—When you buy paddy and timber from Burma, how do you pay 
from here? 

A .—Through the Imperial Bank. 

0 .—Is it by draft ar by any other form? 

A. —By treaty. If the amount to !>e sent is below Bs. 10,000, they charge 
two annas and if it is more than Bs. 10.000 they charge one anna. 

<J .—Do yon pay cash here? 

A. —Ye-,, in the bank. 


Q .—Do you send any tolegrnphic transfer or deposit cash in the bank? 

A. —We keep our own money and we pay it into the Imperial Bank at the 
moment and they wire to their hjnk in Burma to pay there. 

Q .—Arc the goods delivered to you in Madras? 

A. —Tf it is paddv it i-. delivered in Madras. But timber is delivered 
in us in the Guntur district at Niaumpatain. 

Q .—What do you then do? 

A. —Niwunpntnm is not an important plane for sale. We carry tbo timber 
from that place through the canal in different places in the district and 
sell it. 


Q .—Have you any depots there? 

.1.—Yes. 

Q .—Do you sell personally? 

A.—Through our own men. 

0 .—In retail? 

A.—Yes. 


().—Do you sell for cash or for credit? 

A .—Mostly for cash but in certain cases, where we know our customers 
very well we will allow some time. 

Q .—How much time do you generally allow? 

A .—So far ns timber is concerned, we do not sell on credit. Tn extreme 
cases wc allow ten days at the most. Sometimes two weeks also. 

0 .—How long will it take for you to realize your entire capitalP 

A.—It all depends on the steadiness of the market. Sometimes we re¬ 
cover ill four months and sometimes in six. Wo generally send tfur vessels 
about 2oth September. They will lie loaded in November and if the sea is 
all right the vessels will return in Decemlier. It will take about 20 days to 
unload the vessels and our regular sales will begin only from January. Thence 
wo will gradually realize our capitnl. This year there has been no sale of 
timber at all owing to the # fall in the price of pnddy. 

Q .—You therefore say that your sale of timber depends on the sale of 
pnddy ? 

A .—On the crop of the paddy as well as in its price. Tf there is good 
yield in paddy, the timber will he sold soon. 

Q .—When you import timber straight away the bulk of money in those 
deltas will be in the hands of ryots who would have borrowed from the 
merchants for cultivation expenses. Until the ryots harvest their crops, 
sell their paddy and repay the merchants, the merchants cannot buy the 
timber. Is it notP 

A.—Ordinary people who can afford, buy timber for cash; otherwise 
they will wait for some more time when money will he available. 



P.—You say that yon cannot get money until the field is harvested and 
the paddy sold? 

A.—That applies to ordinary ryots only who depend upon their crop. 
But the big ryots and merchants will have dealings with other people in 
cash. They sometimes borrow from others or we ourselves sell our timber to 
them on credit charging some interest thereon. 

J .—What is the rate of your interest then? 

.—Tt also depends on the amount we give on Credit. For big sums 
we charge at the rate of 9 per cent. For sums froin Rk. 400 to Rs. 500 
we charge 12 per cent. The amount is payable ivitlijn two months. Very 
often they do not repay at the end of two months. They only repay piece¬ 
meal, say. Bs. 50, Bs. 100 and so on. In such cases we charge interest 
according to circumstances. 

Q. —For how many times do you send your vessel to bring timber 
from Burma? * 

A.— Only once. They bring 1,000 tons at n time. 

Q .—How do you engage your vessels during the rest of the time? 

A. —Generally from May to August they will not be used at all. They 
will be anchored in Ceylon. That is their resting place. They will be 
repaired in the meanwhile and they will sail after 25th September. Either 
they will go to Moulmeiu or Akyah. T have got passenger vessels also 
and they sail to both of these places. I also earn something by way of 
freight. * 

A —Jfcw* .Yivrny- rs.V^w Awr* ?we gwf rfAJagetfAw* 

A .—Five sailing ships. 

P.—Are they doing nothing except going to Buri na on ce a year? 

■A.—Up to the last year they were doing three trips. This year the 
freights have fallen far short of expectations owing to heavy rains in 
southern Tndia. We have heen losers for this year. By way of income- 
tax, by way of repairs and various other incidental charges, our business 
in that direction has not heen profitable. Besides our vessels are not 
insured. 

p.—Why not you insure them? 

A .—From the very beginning we have not beep insuring them and 
further we have not been accustomed to insurance. 

P.—Ts there any other reason besides custom? 

A. —Our ships are generally engaged in coasting t ra( j P nll( j W e did not 
think it so necessary to insure them. 

P.—Do you deal in anything other than paddy npr) timber? 

A .—Nothing else. 

p.—Do you not get coal from Bengal? 

A.—No. 

P-—Ts the paddy you get in Madras sold for cash? 

A.—In Madras there is no such possibility unless we deduct at 8 annas 
per bag. 

P-—On what terms do you sell paddy? 

A.—For one month's credit. The hnyers pay wjthin a month or a 
month and a half, according to the money market. If the market is steady 
they will pay within a month. We also sometimes lose when our buyers 
become bankrupts. 

P.—Do they hull the paddy into rice and then, sell jtp 
A.—Tf it is for local consumption, we do so. 

0.—Do you get bills from the merchants? 

A.—Nothing of the sort. Our buyers are only ordinary people. Tn 
extraordinary cases we get promissory notes. 

p.—Have you any means of getting credit from the bank for the stock 
that remains unsold? 

A.—My principle iB never to borrow. I carry on trade within my means. 

0.—If the stock remains unsold, then do not yon think that so mock 
capital is tied up unnecessarily f 
A.—Yes. 
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Q. —How then can you deal iu fresh timber business until you have sold 
your stock of paddy? 

A. —i do not see any use in going for fresh timber when I have not 
sufficient money in hand. 

Q. —Do you therefore say that you will be keeping quiet until you got 
money from the sale of your poddy? 

A. —As regards timber 1 buy what I could from the liquid cash in my 
hand. For paddy I have already large stocks and last year 1 have lost 
about Rs. 30,000. The prices do not suit in Madras. 

Mr. Munitu-ami Xaidu: Do >ou know the needs of the village people? 
Can you tell me how tho villagers get their money? 

A. —Generally from money-lenders, from sovrenrs in the villages and 
from sonio big ryots. 

Q .—Who are the general money-lenders? To what caste do they belongP 

A. —They belong to v Vaisya caste. There are also people like us who 
lend money. These are the two sorts of people who deal in the money- 
lending business in the Guntur district. 

O.—Do the general money-lenders lend on mortgages? 

A. —Some on mortgages and some on promissory notes. 

Q .—You say that you generally charge 0 per cent on the moneys you 
lend. Can you say what tho other money-lenders charge generally? 

A. —Others charge 12 pel- rent. The ordinary petty money-lenders 
(Vaisyas) charge something more. Mnrwaris are also nowadays lending 
in Cliirala, Tenali and other places in the Guntur district. Their rates are 
still higher. They charge Re. 1. Rs. 1-8-0 and so on. They charge for days 
also. 

Q .—People who are borrowing from the villages, are they able to repny 
the loans in time? 

A. —If the crops give good yield and if the prices of paddy grow high, 
they will pay in time. 

O.—You have got delta and non-delta areas P 

A. —Both. 


J .—Tn the delta areas are the people able to repay the debts? 

.—Under the above conditions they will repay. 

Q .—If there is no rain? 

A. —If there is no rain, the dry areas are better than delta areas. 

Q .—Tn dry areas -what is the main crop ? 

A. —Chillies, tobacco, groundnuts, horsegram. redgram and coriander. 
Q .—1 want to know whether the tendency lias been for people to allow 
their lands to be sold to repay theiv debts? 

A.—Lands are sold to dear off their debts when they find that they are 
not able to repay their debts. 

Q .—Have you purchased any lands like that** 

A.— No. 


Q .—Are people who are cultivators losing their lands and are lands 
passing to people who are not cultivators? 

A. —Yes; to some extent. 
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Who are the persons who generally purchase the lands? 
.—Those persons who have money. 


J .—Are they cultivators? 

.—Cultivators os well as non-eultivRtors buy. 
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.—Who finances them for raising tobacco, chillies and other things? 
.—They borrow from us as well as from Vaisyas. 

.—Are co-operative societies now working in vour district? 

■Yes. 


$■—Is there one in your village? Is it supplying sufficient capital for 
the village? 

. 4’—1y ere is not sufficient capital. If there are co-operative societies 

in the villages, the ryots will be free from all debts. 
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Q .—Do yen think that by the development of co-operative societies the 
ryots will be benefited P 

A,—The co-operative societies also charge heavily more than what we 
charge sometimes. 

f .—Whet is the comparative society’s rate? 

.—©I per cent; we pay at the rate of 9 per cent. 

A re you lending at 9 per cent? Are other people lending at 9 
per cent? 

A.—There are some Marwaris who even lend at 12 per cent and 18 per 
cent. 


Q .—I am asking about the village money-lenders, Kammas and Vaisyas. 
Are they lending at 9 per cent? 

A.—Not everybody. 1 know some villages where they are giving at 
9 per cent. 

O .—Has the village money-lenders got sufficient money? 

A. —No. That is why they go to towns to borrow money. 

Q. —What, is the remedy? 

A.—By the development of more co-operative societies. 

0 .—Supposing co-operative societies are introduced, will money-lenders 
work against them? 

A .—If it is more than 9 per cent, these people may go to so wears. 

Q .—Is there any need for long-term lending for marriage expenses, 
clearing old debts on mortgage of land to be repaid in 10 or 15 years? 

A .—Private people do not lend for long terms. 

Q .—Do you think that if co-operative societies are started and if they 
lend money for 15 years taking security of land, the villagers will be 
benefited? 

A.—Yes. 

Q .—Do you think such land mortgage banks will work in your district? 

A.—Yes. 


Q.—Do you think there will be people who would be willing to invest in 
land mortgage banks and debentures with 0 per cent as return? 

A.—Some may be willing. 

Q .—Now with regard to tobacco it is largely grown in your district. 
Are there good facilities for marketing? 

A.—Yes. They are able, to effect marketing in Chirala where the South 
Indian Tobacco Company has a factory. 

J .—Are the villagers able to get good prices? 

.—They are getting good prices. 

Q .—Who is the ultimate purchaser of the tobacco? 

A.—Most probably big firms in South India. 

Q .—Between the purchaser and the actual cultivator is there any dalal 
or commission agent P 

A.—There are commission agents in Chirala. 


J ,—Are they townsmen P 
.—Yillagemen. 

O. —Who* is it that purchases it from them P 
A.—The European firms and their agents. They are givini 
The South Indian Tobacco people are lending to the ryots. Tl 
even crops as they are growing in the field. 

O .—Who are the agents or the commission agents? 

A.—Only ordinary people. 


i,—Do they lend money to the cultivators? 
.—No. 


; seeds also, 
ley purchase 


Q. —What is the profit they moke? 

A.—Eight annas for a bale because they do not speak with those people. 

q .—Do the village money-lenders or the riehmen of the village advance 
money to the person who raises tobacco on the understanding that tobacco 
should be supplied to them? 

A.—Not nowadays. 
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Q ,—Do you think that the co-operative societies could purchase tobacco 
and sell at good advantage I* Will it do good! 1 

A.—-No doubt, it will do good. 

Q .—Will such societies work? 

I.—I think they will. 

Q.—There will be no hostility for themP 

A.—I do not think there will be hostility. 

Q .—Are there any such societies in your district for purchasing produce 
M behalf of oo-operutive societies? 

A. —There are none. 

Q .—You said that there are a number of money-lenders both Kammaa 
and Vaisyas and that they have sufficient money to lend to the ryots. 
Do you think that anything; could be done to finance tnem to a larger 
extent? Would they be willing to borrow from the Imperial Bank or the 
Indian BankP 

A.—I do not think that they will like that. 

Q .—Would they like to have more transactions with bunks so that they 
might have more dealings? 

A.—Vaisyas will borrow but the Kuiusnas will not borrow. 

Q .—Supposing they are given facilities for getting money at a cheaper 
rate of interest. In return for that advantage they should get themselves 
registered and allow their accounts to be audited. Would they agree to itP 

A.—No. 


Q .—Are people willing to lend monoy on security for the purpose of 
securing some interest P 

A.—Some will give ou security. 

O .—Are tliore any difficulties with regard to titles of land? 

A.—No difficulties. 

O .—Is there a large number of insolvency cases? 

A. —Not as in Madras. People dealing in towns will ordinarily resort 
to insolvency. In the villages they will not resort to insolvency. In olden 
days there was no sulo court. 

Mr. Ouj/ala Menon: You are a landlord? 

A.—Yes. 


Q.—You are a money-lender and a trader? 

A.—Yes. 

0.—You often lend money? 

A.—Sometimes I lend when I am not in need of money. 

Q .—Have you set apart a certain amount for each purpose? For trade 
so much, for money-telling so much and for cultivation so much? 

A.^-If people return the loan, I give that money to others in case I 
find no use for that money. 

Q .—During the dull season when trade is slack do you keep your surplus 
cash or send it to the bank? 

A.—It will be lying idle. I never used to send it to banks. I put it 
only in Nattukottai Chetti business houses. As a businessman 1 may require 
money at any time. From the cultivators of the laud money could not 
be had at any time. 

J .—Have you got any current account iu any bankP 
.—Only in the Indian Bank, 

• Q .—You are not in the habit of keeping surplus money in the bank. 

Yon send it always to Nattukottai Chetti banks or the Indian BankP 
A.—Not to the Indian Bank always. 

Q. —You come from the district of Guutur. Do the money-lenders there 
generally keep the surplus money with them or do they bank it? 

A.—Whenever they have got surplus money they only keep it in their 
chest or give it to Nattukottai Chetti businessmen. 
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(J.—Suppose alt this is everyday banked do you not think that it will 
be useful for the purpose of trade and for the community as a whole? 
Will not that be useful to other people P 

A.—You cannot send it to bank because banks are fur away. The banks 
are 22 miles away from my house and they give only 2 per cent on current 
account. 

O .—When you keep it in the house you do not get even that 2 per cent? 

A. —It is very difficult to take it to buuk. 

Q .—Therefore you think that it is due to the want of bunking facilities 
that people are not having accounts with the bank? Now if in rural areas 
you have got facilities for banking, do you think that they will bank their 
money P 

'A.—What is the useP They will not pay more than 2 per cent. 


Q .—What f want to know is whether the hourding habit is due to lack 
of facilities lor bankingp Some people at least will send their money 
to the bank if there is a bank in the locality P 

A.—In the beginning there may be difficulties. 

Q .—The Imperial Bank is paying 2 per cent on current accounts P 

A. —But other hanks are paying 2i per cent and 3 per cent. 

Q .—1 understand that the Andhra Bank is paying 4 per cent on current 
accounts. Supposing there is hanking facility, do you not think that people 
will bank tlieir money P 

A.—Some may bank their money. 

0.—In that way you think that hoarding huhit can lie minimised? 

A.—Might lie. 


Q .—In the rural areas how is the major portion of the loan require¬ 
ments met? Do people lend money on securities? 

A.—Not on securities. Often they give even on oral words of promise. 

Q.—Do they not lend money on jewels? 

A.—Little of that sort. Sowcars and Mnrwaris lend on jewels and on 
pro-notes also. They give on mortgages also. Other professional money¬ 
lenders give also on properties. The main portion of the loan require¬ 
ments in the rural areas is met either by pledging jewels or by taking money 
on pro-note or by mortgaging lauded property or house properly. £spe- 
cially in Guntur district people are giving money with confidence on pro¬ 
notes alone. 

0 .—Do you not think that several people ure lending money on jewellery P 

A.—Some do. 


Q .—What is the tendency in Guntur district and other places as far as 
you know for investment in jewellery? Is it on the increase? Do you 
not think it a secret way of raising money P 

A.—Might be. 

Q .—In other cases they will have to go to the oflfee of the Registrar and 
get it registered. Suppose a lady wants Rs. 300, does site pledge jewels 
and get money P 

A.-^-There ladies will not go and borrow. 

Q .—What is your experience in other parts? Do you think your district 
is superior when compared with otlior districts like Godavari and Kistna. 

A.—'There the mortgages will be less. 

Q .—I understand that even the banks are now advancing their loans on 
the security of gold. Is it being done by the Imperial Bank in the Northern 
CircarsP 

A.—I have not heard of it. 

Q ,—What is the rate of iuterest in such cases, on mortgages as wet! as' 
on pro-notes ? 

A.—9 to 12 per cent. But tlie Mar war is are charging more. 

0,—On account of the competition that exists in the matter of banking 
facilities, have the Mnrwaris had to reduce their rate of interest in recent 
years P 

A.—If other banks develop they automatically reduce their rate. 



O.—Now for instance there is the co-operative society. Has that any 
effect on the rate of interest charged by the Murwari? 

A,_|f you improve the co-operative societies, the Marwaris must reduce 

thoir rates themselves. 

Q .—Now the co-operative societies are lending at the rate of 9 per cent. 
Do you think that on account of that the lending rate of the indigenous 
bankers has gone down? 

A. —Yes. 

O .—So there is a reduction in the rates charged by the indigenous 
hankers? 

4.—Yes. 

Q. —You said that the paddy business is rather on the decline us compared 
with the previous years. Can you assign any reasons why the price of 
paddy lias gone down ? » 

A .—The year before the last the price of paddy was Rs. 8 or Rs. 8-4-0. 
Hut last year the price fell by Re. 1 and this year it has further fallen by 
Rs. 2 and the price now is Its. 5 and thus the price has fallen by Rs. 3. 

Q. —1s it due to better crops? 

A. —It is due to good ruins in the southern parts. There were no rains 
at all. in the northern parts but on account of the water in the Kistna we 
had a good yield. 

Q. —1 want to know whether it is due to good rains in the southern parts 
and not in your parts? 

A. —Our parts got good yield liecause both the Kistna and the Godavari 
rivers gave a good supply of water. 

(J .—Do you import paddy from the southern parts to the Northern 
Ci rears? 

A. —That ib never the case. 


Q .—Then why has the price of paddy in the Godavari district gone down? 
A.— It is liecause there is no export iroin there. Generally paddy goes 
from the north to the south. 


Q .—What 1 want to know is whether it is due to the heavy import from 
outside? 

.1.—Generally broken rice used to lie imported in largo quantities bv 
the southern parts from Burma. But this year even an eighth part of 
what was being imported has not been received. 

Q .—You ure not importing from Buraia? 

A.— No. 

O.—Is there a decline in the price in Burma? 

A.—Yes. 


Q .—Do you know the reason why the price of paddy in Burma has 
gone down? 

A .—It is duo to the fact that there is less export. 

O .—What is it due to? 

A. — 1 have already explained the reason to you. There were good rains 
in the southern parts and the west coast and so less quantity was imported 
from Burma. 


O .—But is not plenty of Burma paddy still coming? 

A. —Not this year. The accounts that you may have may lie those for the 
export before Septemlier last. 

Q .—Have you lieurd of big paddy met chants in Burma coming to grief 
on account of failures? 

A .—There may be some cases of the kind. 

Q .—Do you know that they have been cornering their paddy every year 
and this year owing to the fall in the price of paddy in Burma they have 
been faced with failure and as a result of that the price of paddy in 
India has also correspondingly gone down? 

A.—Yes. For my stocking here 7,000 bags 1 am a loser by lls. 30,000. 
In the same way the people who have stocked thousands of bags would be 
losers certainly to a great extent. 
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Do yotl find a sale for the timber that 70 a import from Moulmein 
throughout the year or is there only a demand during some seasonsP 

A.—There will be a demand throughout the year. The vessel will be hers 
by the first week of December. 

Q.- —Do you find that the demand for timber is greater immediately 
after the harvest P 

A*—They have need for timber for building houses in February, March, 
April and May before the rains. In some other parts of the year also they 
build houses. 

Q .—When you effect sales of timber to the interior parts of the country 
how do you recover the money P Is it an open loan or do you draw hundis 
on them? 

A.—We get money from the retail shops. 

O .—You do not draw any hundis P 

A.—No. if anybody wants some time we generally take a pro-note 
and the money is given by him by the time agreed upon. 

Q .—Have you experience of hundi business in tire Coral Merchant Street P 

A.—I am not doing it. 

Q .—Have you any experience? 

A. —Yes. 

Q .—Do you get hnndis regularly from up-country on the Coral Merchant 
Street bankers P 

A.—Yes. 


' Q .—Is there greater scope for drawing lmndis locally, from the southern 

parts or from the Circars P 

A.—There are two or three hundi merchants also here who are Brahmins. 
From Malabar and other places and even from Ceylon they get hundis. 

Q .—Are they all cashed in the city or do they get money in the other 
places? 

A.—They are cashed here. 

J.—They are not negotiated like cheques P 
.—No. 


Q .—Suppose they ore allowod to be negotiated. Do you think that then 
there will be greater scope for transaction in hundis P 
A.—Yes. 


(The witness then withdrew.) 
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Oral evidence. 

The Chairman: Mr. Wnljee Kanjee, you are carrying on business in 
Madras as a banker? 

A.—We are bankers, piece goods merchants and cotton merchants also. 
But now we find the business in piece goods somewhat hard and so we 
invest our money in banking. 

Q. —Am T to understand that you are investing your money in one or 
the other of the above businesses as need arises according to the condition 
of the market? 

A.—Yes. 

Q .—I take it your hanking business is entirely done on short-term loans? 

A.—No. We divide our capital and invest some portion in banking, 
some portion on mortgage and some portion on piece goods and cotton busi¬ 
ness. 

Q. —Have you got also a certain amount which can lie used for one or 
the other of the above? 

A.—Yes. 

Q .—In regard to the banking business how is your capital chiefly 
utilised? 

A.—We deposit with the Nattukottai merchants in their current accounts. 
Half the hanking amount will he in the current account. The advantage 
of it is that whenever we require money, wc can draw from those merchants. 
If they have no money to pay at once they will require o day within which 
to pay and the next day they will give the amount required. But the money 
given on pro-notes or mortgages cannot he so got whenever we require. 
This current account amount on the other hand can be considered as cash on 
hand. That is the same as current nccount in the banks. Whereas in the 
bank we get only 2 per cent here we get more. 

Q .—The surplus cash you keep in your own safeP 

A.—If the demand is slack we have to keep the surplus in our own hands 
sometimes. 

Q .—Is there a fairly good number of merchants to keep current accounts 
with yonP 

A.—There are very many Mnrwari and Nagarattar merchants. 

Q .—Qn what security do you lend to them? 

A.—For the onrrent account we have no security from them. 

Q .—Do you advance a good deal of money on the hundis? 

A.—In regard to that in the City of Madras, there are three classes 
of merchants and the two flint cl a s s es do not like the hundis. It is only the 
third-class merchants who like the hundis and so the parties may not be 
very satisfactory if we resort to hundis. 



S .—Yon do not hare much business in the way of discounting hundisf 
.—No. But in case we require any money then we discount any bills. 
But generally to rotate our business we do not hare to discount hundis like 
the shroffs and the MuHani merchants. 

—Do you import the piece goods yourself? 

L.—Mainly we get the mill goods only. 

}.—You buy from the mills? 

I,—Yes. We get our requirements from the Madras United Mills. 

Q .—Do you buy os a merchant or as a commission agent? 

A.—Only as a merchant. We make contracts with them. There are the 
Bholapur Mills as also the Bombay Mills with whom we have transactions. 

Q .—Do you sell to retail merchants? 

A. —We sell to retail merchants as well as to wholesale merchants and 
even to the merchants in the mtifassal. 

Q. —How is that business carried on? 

A. —Generally we give a month’s credit, but if any merchant pays on 
the spot he is given a rebate of 1 per cent. 

Q .—It is a very good discount, is it not? 

A. —Yes. Even then no merchant will pay cash and if we try to sell 
goods only for payment of cash immediately, there may not be much sale. 

J .—You pay on the same terms to the mills who supply you? 

.—We pay cash. Tn mills payment has to be made against delivery. 


.—You do that with your own capital? 
.—Yes. 


i 

O .—And recover it within n month of the sale and you are belling it the 
whole time, I suppose? 

A .—The thing is this. With the Madras mills we make a contract for 
the number of bales that we may require and whenever we require any goods 
we pay cash and take delivery. 

J .—Do you only take delivery when there is a prospect of selling P 
.—Yes. 

J .—Then you sell on a month’s ere^jt? 

.—Yes. 

.—Do you draw bills on the buyers train you? 

.—There is no such system because even after the expiry of the month 
they are not able to pay the money generally and so we have to wait for even 
two or three months in the cose of merchants from outside and they are 
mainly very big merchants and for the delay they allow an interest of 
1 per cent. 


J .—In the meantime you have got to wait for the moneyP 
.—Yes. Tf we hurry them and say thut they should pay within the 
month they would get angry and may not come to us again for business. 
We have therefore for the sake of continuity of business to give that facility 
to them in return for which they pay interest at 1 per cent. Generally it 
is I per cent but sometimes merchants give 12 annas and 14 annas. 


Q .—You cannot draw a hill on them and discount it and get money at 
once from anybody else? 

A .—I do not think that there is that system in Madras. But in the 
case of the office people T think they take pro-notes and hundis and they 
give a certain time after the arrival of the goods to their place. 

Mr. Thomas: What do you mean by ‘ office ’ P 

A .—European firms. 


>.—Indenting firms P 
..—Yes. 


Mr. Gopaln Me non: You know all about the banking bnsincss in Mint 


Street? 
A.—Yes. 


O '.—I wish to know who are generally the dealers in money there? 
A.— The Multanis and the Marwaria. 
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O._Is there any distinction mode between bankers and money-lenders? 

Some of these Mul tan is and the Marwaris call themselves as bankers and 
others call themselves as bonkers and money-lenders. I wish to know the 
difference between the two? 

A. —Banker means a person who runs a bank and the money-lender is 
one who lends money only. 

Q .—I was told that there are five Multan is or Marwaris who were only 
bankers, and that they were attending to hanking business only and had no 
trading business. Is that true? 

A.—As far as I know they have some trading also and what is there to 
prevent them from taking to trade if they can get profit thereby at times? 

Q. —Do you mean to soy that they advance money on goods? 

A. —It does not stop them from taking to trade. 

Q. —Generally is that the case with them ? 

A .—They are primarily bankers and I do not think that they trad*. 
They give money on immovable securities. 

Q .—Have you any experience in the past and do you know of cases 
in which bankers who had taken to trading business in yam and piece goods 
got into serious trouble and their business came to a standstill? 

A. —They failed because they were not able to dispose of the goods that 
they had with them and hence they failed. 

Q .—Do you find many of them doing both a banking and a trading busi¬ 
ness? 

A. —Not generally. Their main business is banking. 

J .—Is it your view that a banker should not trade P 
.—Tf the banker finds it suitable to trade profitably he can certainly 
take to trade in addition to banking. 

Q. —As a rule is it good for the country or for the man that a banker 
should always remain a banker? 

A.—Yes.' 

P.—You are both a money-lender and a trader? 

A. —Yes. 


Q .—Have you kept your capital distinctly earmarked for each? 

A. —No. If the trading business is brisk and requires more money, then 
we draw from the banking business and if the business in trade is slack, 
that surplus money will go to banking. 

p.—Do you not think that there is enough room for hanking business 
alone? 

A .—There is a good field for banking. 

P.—From your banking department do you advance money to your 
trading department? 

A .—Tf a merchant purchases from me some bales, I get a pro-note from 
him and he has to pay the amount due on the pro-note within a month. 

P.—Do you hand over the pro-note to your banking department? 

A .—We are not called hankers or anything of the kind. But we are 
doing lending business. 

P.—Are the trade bills handled in your trading department or in the 
hanking department? 

A .—We have no separate department either for trade or for banking 
business. We are three brothers and we all do one and the same thing 
and the books are all one and the books are not separate for the two. 

p.—Do vou not think that it is far better to know what profits yon can 
make in the trading department and what profits you can make in the 
banking department of yours if you kept the respective accounts separate? 

A.—Even now we can make out easily what we are able to make under 
each head. 


P.—But that can be done only after going through the details. Tf the 
separate accounts were kept would it not make it simpler and easier? Do 
you not think that it is a much more systematic method of doing it P 
A.—If the business were big that may be necessary. But because our 
business is not so big there is no necessity and even as it is we can easily find 
out what profit we are able to get under each heading. 
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Q ,—Do you not think that it is far better and far more businesslike 
to make each department responsible for the profit and loss of that depart* 
meat? . 

A.—It will be so in the case of big concerns who cannot otherwise know 
what profit they are earning nnder each of the various heads of their busi¬ 
ness. 


O .—There are a number of small money-lenders in Sowcarpet who are 
lending out to small clerks and others sums not exceeding Ra. 100. What 
Is the usual rate of interest that they are able to make on the money lent 
oat by them? 

A .—-The Marwaris give loans on the pledge of clothes, vessels, and other 
filings, including even old shoes and they will charge an interest of about 
2 per cent per month. Generally it would not be more than 24 per cent. 

Q .—Have you ever heard of the practice of these small money-lenders who 
get a pro-note for Rs. 100 and pay only Rs. 60 and keep the remaining 
Rs. 40 towards the interest 0 

A .—There are I hear some such cases but these are rare. Such people 
do not thrive at all but on the other hand they are ruined. 

O.—So, there are small transactions of that kind’’ 

A.—Yes. In my neighbourhood there are some people who are doing 
discounting business. What they do is to take a pro-note for Rs. 100 but 
give only Rs. 60 or Rs. 76. But such men are not thriving at all. They 
ruin themselves after some time. 


p.—When they do not get their monthly instalments do they charge 
any extra interest? 

A. —If they charge extra interest who is to pay the amount. They 
necessarily go to a court of law and there it will be decreed that one rupee 
or two should he paid every month for the discharge of the debt, 
p. —Are there many such people P 

A. —Before there were many but now they are on the decline, 
p.—Is it because they are not able to get back their money which has 
been lent out that they are on the decline P 

A. —Yes. But these Marwari money-lenders who give loans on the secu¬ 
rity of clothes and other things have decreased. 

P-—Do they lend on house property security? 

A.—Yes. They lend also on goods, vessels and clothes, not to speak of 
any other thing that may be taken to them. 

P.—What rate of interest do they charge on such transactions? 

A.—About 24 per cent. They are in the Madras City, in Rayapuram, 
Choolai and the suburbs ; altogether there are about 8,000 Marwari shops. 


P.—What will be their average income? 

A.—Some people who began as small people are now worth Rs. 10 lakhs. 
There are one or two such in Mylapore. 


Q .—Do you mean to sav that they-started on a small scale and then 
their business improved and on account of that they have now got Rs. 10 
lakhs? 

A.—Yes. 


P. —What about the capital of the small Marwaris P 

A.—They will have about Rs. 5,000 to Rs. 10,000. 

Q. —Havo they even now got such small shops in places like Triplicane, 
Purasawalkam and Choolai? In those shops are they still lending at exhor- 
bitant rates? 

A .—The three thousand shops that I mentioned include the shops in 
all the places you mentioned. 

p.—Has the man who has made a big capital still got the small shop 
by which he first started? 

A .—Such men would not give small sums as loans hut on the other hand 
their dealings will be in thousands of rupees. But I do not know whether 
these people have got their branches which nre run by agents for them. 
To my knowledge they have no paid agents but they themashres rt?B the 
business, 
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0 .—So the big men have given up their small shops to their agents who 
work them for their own sake? 

A.—Yes. If any of these small shops do not have enough capital to 
lend and are in need of money then they go to Sowcarpet and take with thorn, 
the articles on which they want to give the money and keep them with the 
bankers and get the required money. 

-At what rate of interest do they borrow money in Sowcarpet? 

L.—9 per cent. 

Q .—What is the rate at which they lend? 

A .—24 per cent. 

Q .—What is the kind of security they take? 

A.—If the amount is very hig gold ornaments will be required as security. 
But for small amounts even vessels would do. 

ty .—Besides lending money what other classes of business do the Mar- 
waris take themselves- to in the city? 

A. —They are sundry merchants also. For instance in Govindappa 
Naick Street some of them are spice merchants. 

jf.—Have these spice merchants go^ branches in the up-country P 
.—They have in Bombay and Bezwada. 

Q ,—They utilize those branches for purchasing the goods and despatch¬ 
ing to the Madras city, 1 suppose? 

A. —Generally these spices come to the Madras market from Singapore. 

Q. —Do you know how they finance their trade? 

A.—Their agent addresses them through the bank and they have to 
pay the bill in the hank and take delivery of the goods. 

Q .—Suppose they buy the goods in Bezwnda and have to bring theni 
to Madras. How will they transmit the money for payment of the goods? 

A.—By means of hundis. 

Q .—Is it drawn on the merchants to whom the goods are sent? 

A.—It is drawn on the buyers. 

Q .—In favour of whom is it drawn? 

A.—If he gives a Bombay hundi it will be drawn in favour of the Bombay 
branch or the Bombay adothm. 

Q. —But when the goods are sent to the Madras me reliant it is drawn 
on him, is it not? 

A.—Suppose 1 make a purchase in Bezwada. 1 will give a hundi on 
the Bombay branch. 

J.—With whom does the Bezwada merchant discount? 

1.—If he has got any connexion with Bombay and if he wants to remit 
money to Bombay he will forward the hundi to his adathua. 

Q .—I want to know whether such hundis are put through Madras or 
through Bombay ? 

A.—It depends on where the buyers want to give. If the seller in Bez¬ 
wada wants he will sell either the Bombay hundi or the Madras liundi in 
the market. 

0.—So, in Bezwada itself he can raise the moneyP 

A.—Yes. 

),—What is the discount? 

i.—It will be about one anna or one and a half annas ordinarily. In 
the busy season it may be a little higher and in the slack season it may 
bo a little lower. 

Q. —So the bulk of the financing is done in the way of drawing hundis 
either on Bombay or on Madras? 

A.—Yes. 

Q .—Do you think that sort of hundi business is very much resorted to 
tne ordinary trade? 

A.—Always for remittances hundis are resorted to. 

.—How are they done? 

.—By means of dharsan hundis. 
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f .—What are the other classes of hundis? 

.—•They are hundis payable 3, 5 or 8 days after sight. It depends 
upon the <uatni. 

Q. —You have got only two kinds of hundis—dharsan and usance P 
A. —Yes. 


0 .—Is there any other kind of hundiP 

A.—1 do not think that there is any other kind. 

Q .—In Bombay have you heard of any other kind of hundiP 
A .—There is the vuida hundi. Generally if a hundi is made payable 
after one or two days there must be full stamp affixed. But in order to 
avoid the stamp duty they write in the hundi as in the usual course ‘ On 
demand pay to so and so/ but at the corner they will write the date on 
which exactly the amount should be paid on it. 

Q .—What is meant by mudathi hundiP 
A .—That is simply tho voida hundi. 


Q .—What is a shajog hundiP 

A .—It is this, it will be said there ‘ pay As. . . . after enquiring 

address and everything.’ Then the party who pays tho hundi at Bombay 
will have to satisfy himself that he pays to a solvent. The merchant who 
receives the amount must be a solvent person. The money Bhould not be 
paid to any unknown person and if any question arises, if tho person who 
paid is not able to satisfy that he paid to a merchant and that he 
was a merchant and solvent at the time will run the risk of being held 
responsible for the amount of the situ jog hundi. There have been some 
cases in regard to that in Bombay. 

Q .—What is the dhotii hundi? 

A .—Dhani means pay to so and so or order and then like a cheque it 
will be endorsed on the back and anybody can collect that hundi. 

O. —What is Deccan hundi? 

4.—That is sight hundi. 

Q .—In the case of the dharsana hundis are they paid immediately on 
presentation or does the drawee ask for time? 

A. —In Madras the value of the dharsana is somewhat less than wliut 
it should be. It should be paid the moment it is presented but generally 
the person on whom it is drawn says that he has no money at hand and 
that he will pay in a day or two and thut he will pay intorcst if it takes 
longer for him to pay the amount. 

Q .—So it is not generally paid on the day of presentation. If so, what 
is the time usually asked by the drawee? 

A. —If the merchant says that he has no intimation he can claim three 
days’ time. 

Q. —Has it become a regular practice to allow three days’ grace for pay¬ 
ment? 

A. —If he says that he has no intimation, then only he can claim three 
days for payment but otherwise he cannot. 

S .—So, is it the usual practice to allow three days’ time for dharsana 
is? 

A. —It is not the usual practice but if the drawee tells the merchant 
who has got the hundi that he has received no intimation from the drawer 
then the merchant is bound to keep it for three days by which time gene¬ 
rally the intimation will arrive. 

Q .—It is a dharsana hundi aud it should have been paid on the due date. 
Suppose the party who presents it do not get the _ money on that date. 
Should he then wire to tne party from whom he received the hundi that it 
has not been paidP 

A. —He must wire that the liundi has not been paid. 

0 .—But do they do that generally? 

A .—In times of necessity they wire like that. 

Q .—If the party does not pay on the date the hundi is presented and 
the man who has presented it thinks that he is not in a good position then 
he intimates the fact of non-payment to the party from whom he received 
the hundi. Xs it not.* 

4>—Yes. 



Q .—Have you known of cases in which such hundis have not beoti paid 
when presented and that non-payment has become prejudicial to the inter¬ 
ests of the man who kept the hundi with him? 

A.—1 have not heard of such cases. 

Q .—Do you think that, if he goes to court, he can compel the man 
to pay if he has not paid on the due date because those three days arc not 
recognised in law? These days are merely customary. 

A.—There is no risk in keeping it for three days and 1 think if you go 
to court you can succeed. 

Q. —I want to know whether in the case of hundis drawn at 60 days,, it 
is presented for acceptance just like bills of exchange or only intimation of 
its receipt is sent to the drawee? 

A.—‘These hundis will he sent to the drawee for acceptance and the 
drawee will write the word ‘ accepted ’ on it and then put his signature 
also. 

Q. —Do you think that if facilities for discounting hundis are afforded 
the internal trade of the country will be greatly facilitated? 

A.—Yes; it will be greatly facilitated. There is ample scope for the 
development of these hundis. 

y.-—What additional facilities do you want to increase the hundi system? 

A.—First the stamp duty of If per cent is very heavy and it must be 
reduced. If that is done then it will greatly help merchants. 

Q .—Apart from the stamp duty do you think that the indigenous banker 
iu the rural parts and the money-lenders in the small cities in the mufas- 
sal freely resort to the drawing of hundis or are they operating only on 
open accounts? 

A.—More often business is done on open accounts and hundis are seldom 
drawn. But it depends on the merchants who buy the goods. 

# 

Q .—If a merchant sells goods on one month’s credit is it not better for 
that merchant to draw a hundi on the buyer and then discount that hundi 
with a banker and utilize the money? The hundi will be paid on the 
due date by the buyer of the goods. 

A.—Generally they do not do like that for fear that the hundi may not 
be paid on the due date and that the credit of the drawer will be damaged. 

J .—You know the piecegoods trade. Now people in Godown street sell 
_ s to merchants in the mufassal, say, in Kumbakonam, Tanjore, etc. 
What is tho usual credit allowed in such cases? 

A.—It is usually 75 days, for English goods and 30 days for mill goods. 

Q .—Bo when the dealer comes here and purchases goods you know it 
is sold on credit. Do the Godown street merchants draw hundis on the 
buyer for 75 days or is his account only debited? 

A.—They generally debit his account only. 

Q, —Can wo not improve that business by drawing a hundi on the mufas¬ 
sal merchant in order thftt the Godown street merchant may discount 
that hundi in a bank and with that money pay the importing firm from 
which he has purchased the goods? 

A.—If such a system is adopted it will be very convenient for the 
merchants, but you have to be quite sure that the hundi will be paid on 
the due date. It will be very discreditable for the merchant if it is dis¬ 
honoured. 

Q .—Generally if hundis are drawn for such kind of business gradually 
you can develop transactions in that -way. Is it not? 

A.—Yes, quite so. 

0.—The only thing you want is banks and branch banks. Is it notP 
A.—Yes. 

Q .-—Are these dharsana hundis drawn on real commercial transactions 
or are they also drawn in the way of accommodation hundis f 
A.—It is a commercial hundi and not an accommodation hnndi. 

Q .—-What is the usual credit that a stationery merchant or an iron 
merchant gets from an importing firm? 

A.—30 days generally and in some cases 60 days. 
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Q .—These merchants sell to mufassal merchants on 75 days’ credit. Do 
you not think it will greatly help them if they get from the mufassal 
merchants hnndis payable 76 days after date and discount it in some 
bank and then pay the importing firms after 30 days or €0 days ? 

A.—It is a good system if adopted. 

Q ,—Now there are transactions taking place hetween Multani merchants 
in So wear pet and their branches or other firms in Bombay. Is it their 
practice to draw on these branches or friends in Bombay merely for pur¬ 
poses of accommodation? Of course, they may lie paid on the due date, 
but the hundis do not show any commodity as security? 

A.—Such things are being done. 

Q .—is suoh a thing exceptional or is it general? 

A .—It is not general. 

Q .—The man on whom such accommodation hundis are drawn also draws 
on the'man who draws the first accommodation hundi. Is there such cross 
firing going on? 

A. —Yes, In the case of Nattukottai merchants it is generally going on. 

Q .—How jlo you know that? 

A .—Because 1 deal with them. 


O.—Have you known any instances? 

A.—So many of them. 

Q .—You spoke of railway receipts as titles to property. Are there any 
handicaps in accepting these railway receipts as titles to property? 

A.—Sometimes difficulty arises when frauds are committed. 

Q .—Do you think there are handicaps?* 

A.—If the party wlio gives you the receipts is good then you can safely 
accept it 

Q .~What 1 say is there are the risk note forms. Are these risk note 
forms prejudicial to railway receipts being taken as titles to property? 

A .—It is somewhat prejudicial, but we have to consider that if there 
is no risk note form then the freight will be much higher. 

Q.—Can you suggest any remedy for that? 

A.—Stealing in railway compounds must be stopped by moans of better 
supervision and guarding. Formerly when merchants complained of short¬ 
age or fraud or damage the railway officials used to come to their shop 
at once and inspect the damaged goods and then settled the claims very 
promptly. Bnt now such things are not being done. 

Q .—In certain cases indemnity bonds are taken by tho railway company 
and the goods are delivered to the party without tho production of the 
railway receipt? In such cases have you heard of parties afterwards turning 
up and claimed the goods? 

A.—No. 


Q .—Do you approve of a scheme of registration of all bankers eith 
periodical Government supervision and provision for annual compulsory 
audit? 

A.—I do. 

Q .—Is it possible to legislate against excessive rates of interest? 

A.—I do not advise any legislation to control the rate of interest. AH 
the other rates depend on the Imperial Bank rate and if that is reduced 
then the other rates also will come down. The Imperial Bank rate now is 7 
per cent and their branches in the mufassal charge 9 per cent and the other 
banks charge 2 per cent more or 11 per cent. So if the Imperial Bank rate 
is reduced the other rates also will come down. 


Q .—Why is this high rate prevailing in this country, is it due to scarcity 
of money or due to people hoarding their money? 

A.—It is the duty of this Committee to find it out. 

Q .—Is it due to want of banking facilities? 

A. —I cannot say definitely. 
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Q .—Supposing by competition the rates of interest come down. Do 
yon think that the indigenous bankers and money-lenders who now charge 
each high rates of interest will divert their funds to other branches 'of 
business P 

A. —The extent of their business is very small, only 4 or 1 per cent. 
I think they will reduce their rates also becnuse they will also get money 
at lesser rates. 

Mr. Thomas: Yon said that it is because the Imperial Bank rate is high 
that the Marwari charges also a high rate. May 1 ask what is the Impe¬ 
rial Bank ratep 1 want the lowest Imperial Bank rate at the slackest time 
of the year. 

A. —It is 4 per cent. 

<j).—At that particular time what is the rate of interest that the Mar- 
wans charge? 

A. —These Marwari* and Multanis discount hundis and these hundis are 
not executed by first-class people, nor even by second-class people, but only 
by the third-class people. There is greater risk there and therefore they 
charge generally 6 per cent or 8 annas more than the Imperial Bank rate. 
So if the lowest Imperial Bank rate is 4 per cent then the lowest rate of these 
Multanis or Marwaris is 10 per cent. They have got an association and it is 
in that association that they fix the margin. 

O ,—What is the reason ? 

.4.—Because they have to undertake great risks. Personally I do not 
think they are justified in charging such interest. 

Q .—But do not they charge a lower rate of interest in the case of the 
bigger merchants? 

A. —Big merchants do not write hundis. They generally open current 
accounts with the banks. 

Q .—Are hundis being dealt with by third-class merchants only? 

A. —Yes. The present Imperial Bank rate is 7 per cent, the shroff rate 
is 6 per cent and the general bazaar rate is 10 annas, but merchants are 
given at 74 per cent. 

Q .—What is their rate of interest to the ordinary merchants who have 
tolerably good securities to offer? 

A. —That will be about 14 annas. 

Q .—Ts it not necessary to reduce that rate of interest if they are to 
prosper and sell their goods at reasonable prices? 

A. —I think that is quite necessary and it will greatly help business. 

Q .—What suggestions would you make towards that end? 

A .—The Imperial Bank rate must be reduced. 

Q .—But the Imperial Bank rate is fixed generally according to the 
demand and supply for money at the time. Assuming that the bank rate 
remains as it does, would it not be possible to reduce the bazaar rate to a 
lower figure? 

A.—I do not think it is possible. 

Q .—Do you not think that the system of creating and discounting proper 
commercial bills will help to reduce the bazaar rate? 

.4.—Yes. It may certainly reduce it. 

Q .—What distinction is there between the dealings of the three classes 
of bankers, Multanis, Marwaris and Nattukottai Chettis? 

A. —The Multanis are generally ryots who do business in money out of 
their own capital. The Marwaris, as T understand them, come from 
Gueerat or Marwar. They do not command any credit here, but get credit 
from their own Marwaris either in Guzerat or big Marwaris here at a less 
rate of interest and they do discounting business also. 

Q .—At what rate do the Marwaris get their loan? 

A .—T think it is at 6 per cent. 

Q .—Do they take any deposits hereP 

A .—They do not take any deposit at all. Their money chiefly comes from 
Bombay and they only lend here. Jn regard to Chettis I am not familiar 
with them, 
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Q, —Can you tell me how it is that the Mnlt&nis are in a position to get 
money on better terms from the Imperial Bank than the Marwaris and 
- Chettis? 

A .—The Marwaris do not get money from the Imperial Bank. They get 
money from Marwar and Bombay and have no necessity to go over to the 
Im perial Bank. The Multanis, on the other hand, have great dealings in 
villages and it might be for this reason that they are given more facilities from 
the Imperial Bank. But I know of certain cases where foolish Multanis 
spoil weir business owing to indiscriminate transactions and this tends 
the merchants to make mischief. 


.—Have many Multanis failed by such transactions? 

.—Many have suffered very heavy loss. 

,—To what class of people do the Multanis and the Marwaris generally 
lend"? . , 

A .—To all classes of people—To yarn, merchants, piecegoods merchants 
and various other kinds of merchants. 


O.—Do both of them lend to the same class of people P 
A.—Yes, to the same class of people. 

Q .—On what security do they lend?. 

A.—They do not demand any securities generally, but if the party is 
poor they will ask for some security. 

Q ,—You say that the Multanis deal in hundis while the Marwaris do 
notP 

A.—Yes. 


Q .—On what terms do you purchase your goods from the mills? 

A.—On cash terms only. 

Q.—Are you not getting your goods on credit also? 

A.—Some mills give on credit also. But the Bombay Mills give only 
on cash. 


Q .—Have you any dealings with Messrs. Binny & Co.P Do jou know 
how they deal? 

A.—No. But I understand that they also demand cash payments before 
delivery. 

Q .—Do they make use of the bills of exchange? 

A—No. 


Q .—How do you deal with your customers? Do you sell your goods on 
cashP 

A.—Most of our business is carried on in credit. Wo generally give 
30 days’ credit. 

Q .—What is the kind of document you obtain from yonr buyers m that 
case P 

A .—We do not insist on any documents. They simply sign our Imoks. 

J .—When there are defaults in repayment, what do you doP 
,—We charge interest afterwards. 

Q .—Up to what period do you thus go on? 

A.—Prom one month up to a period of three months? 

Q- —Suppose they do not pay even after three months, what do von 
do thenP 

A.—That depends on the stability of the merchants. Wc must either 
atop business with them or go to court. 


<?.—Do you insist on any pro-notes from them? 
A.—No. We only go to court in extreme cases. 


Q .—Can you tell me the number of such cases you had during the last 
five years P 

A.—There have been very few cases during these five vears—T think 
it might he about one or two. 


Q .—In regard to your money-lending business, do you lend only to vour 
own customers or to others alsoP J 

A—We do that business with others algo—for instanoe, yam merchants 
and various other sundry merchants. * . 
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J . —Do you also lend to other Marwaris? 

—Yes. 

Q. —Do you receive any deposits P 

I.—No. 

Q .—How long have you been doing business in Madras? 

A.—For the last 30 years. 

Q .—You spoke of some oi these petty Marwaris who give small loans 
to ordinary people on exorbitant rates. What is tho exact rate of interest 
the/ charge? 

A. —I think they charge about 25 per cent. 

Q .—How many of them are there in Madras? Are there a large number 
doing such business? 

A. —They are only very few. In a community of about 5,000 Marwari 
money-lenders, the petty dealers will only bo between 50 to 100. 

J .—What proportion of “ Marwaris ” come from Gunerat? 

.-—I cannot say; their percentage will lie very few. 

Mr. Bamned Sultan Marakkayar: Do you experience any difficulty in 
realising the money from the mufnssal merchants? 

A. —Generally we have a good deal of difficulties. 

J . —Out of how many men do you find it difficult to realise? 

.—About 50 per rent. 

Q. —Do you generally go to court in the case of these people P 
it.— No. We send our own men to collect from them. 

O.—You have therefore no necessity to go to court very often P 
it.—Yes. 

S .—Do you find much difficulty in collecting local loans? 

.—If the party is not satisfactory, there are grent difficulties. We do 
not sometimes realise our money in full. 

Q .—Is there any great delay in the disposal of cases in court? 

A .—Genernllv in Small Causes Court, there is not much delay as in the 
High Court in the disposal of eases. But in the High Court there ure 
abnormal delays. Delays of about one year are not also infrequent. 

Q .—Have you experienced any difficulties in tho execution of decrees? 
A.—Yes, the difficulties are great. There are various processes where 
difficulties are experienced. In the first place, the expenses are very heavy. 
Court-fee must be reduced by at least Rs. 25 to the existing scheduled rate 
and vakil’s fee may lie reduced to Rs. 5 instead of Rs. 7 which is now 
existing. 


Q .—What suggestions would you make to minimise these difficulties? 

A .—It is the order of the High Court, where we have nothing to suggest. 
But I may state that the difficulties in regard to the execution of decrees 
in foreign countries are greater and I wish the Committee to tackle that 
question up seriously. We have suffered very heavy loss thereby. About 
eight years back a suit was filed in the Madras High Court against us by 
a Japanese firm through an agent at Madras and we counter-claimed 
against them through our own people. A good' deal of expenses by wuy 
oi court-fees, lawyers’ fees, etc., have been incurred. The case dragged 
on for about eight years. Finally a decree was passed in our favour on 
our counter-claim against the Japanese firm for about Rs. 20,000. The 
decree had to be sent through either the Chartered Bank or the l’. & O. 
Bank for collection. But the bank returned the decree saying that the 
matter was under dispute and the amount has yet to be realised. Such 
difficulties are very common in dealing with the foreign firms and it is my 
earnest request that the Committee may find ont some way to avert these 
difficulties. I suggest the following: The British banks may, be advised 
not to have any dealings with a foreign constituent who is legally indebted 
to any British subject, in which case the said foreign merchant will be 
inclined to pay the debt. 


(The witness then withdrew.) 
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NAYUDU Guru, Madras. 


Oral evidence 

The Chairman: Are you carrying on business in the Guntur district? 
A.—Yes, I was in the Guntur district. 

'.—What is the nature of your business? 

Purchase and export of tobacco. 

0.—What kind of tobacco P 
A.—Cigarette tobacco. 

.—Where is that grown P 
.—In the Guntur district. 

■Do you finance it in any way? 

.—To some extent we advance money to the ryots. 
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Q .—For what purpose P 

A.—For cultivation expenses. The only thing we expect is the moral • 
obligation to sell the produce through us. 

Q. —For what consideration are they to sell it to yonP 

A.—At the market rate. 

Q .—You finance them on that condition? 

A.—Yes. 

Q .—What about seedP 

A.—Sometimes seedlings also we supply. First of all I must tell you 
that I was connected with the original Peninsular Tobacco Company which 
was subsequently styled as the Tndian Leaf Tobacco Development Company. 

I was connected with them as a dubash or broker securing for them all 
their requirements of tobacco. That is how T got into the trade and it is 
now some time since I left that connexion and we are now doing business 
separately, we meaning myself and my brotber-in-law. We were partners 
And he was doing the business more or less solely whereas T withdrew from 
the business having entered into politics. 

Mr. Heareon : Do you ship to the Continent? 

A.—Yes, now we ship to the Continent having ceased connexion nith 
the Indian Leaf Tobacco Company. 

The Chairman: So to some extent you supply seed and to some extent 
cash to the ryots and take their produce from them P 

A.—Yes. 


Q .—Do yon charge them interest * 

A.—Yes, bat we never charge more than 12 per emit. 

Do you deal in any particular area or with the ryots generallvP 
Our operations are concentrated in two portions of the district 
Guntur taluk and Baptala taluk. ’ 
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Q.—Am I right in baying that the Imperial Tobacco Company are doing 

the same sort of thing? , , . , .. ... 

4.—As I told yon .we bad started business when they came and they 
took us in as brokers, they wore new to the district and wo, being already 
known there, were able to secure for them all their requirements. When 
they first came there was not tlio special variety of tobacco which is now 
grown There was only the country tobacco, which they were puivbasing 
lor manufacturing ‘ Ruler ‘ Akbar Shah and ‘ Watch ’ cigarettes. 
They knew only ordinary curing and bulking process. Gradually wo r.avo 
educated them and now the ryots are far advanced and know much 
butter to cure their tobacco. Consequently they ure much better off than 
they were 20 years ago, since their tobacco fetches them much more than 
before. 

Q .—Are you dealing in tile same grade of tobacco as is grown in 
Chirala? ... 

A. —Yes. But 1 may tell you that nothing is grown at Chirala itself. 
Chirala was fixed up becuuse of the railway station there. That place is 
the office centre. 

Q. —Am 1 right in saying that the seeds of this tobacco has to bo import¬ 
ed every year? 

A. —Sometimes. Seeds lubt even for a couple of years. 

Q. —Cannot these seeds lie produced locally? 

A. —For country tobacco the ryot obtains the seed here itself. As for 
the best cigarette tobacco it is difficult to get tlic right seeds from tlio 
locally grown plants. It deteriorates. 

Q .—Have the ryots themselves got any organization by which they 
could procure tlieir own seeds? 

A. —No. 

Q .—Is there anybody else in this business besides yourself? 

A.—Hinee tlie last five or six years aliout two dozen peoplo liavo started 
the business of exporting tobacco to the continent. 

Q. —Do each of these people obtain the seed every year for distribution 
to the ryots? 

A.—Not all, only some of them. 

Q. —And the others obtain the seeds from these? 

A.—Yes. 

(J .—If those people drop out would the ryots have difficulty in obtain¬ 
ing seed? 

A.—Now the Indian Leuf Tobacco Development Company have extended 
their activities to a great extent and are supplying seeds for about 10 to 15 
thousand acres in the Bapatlu and Guntur taluks. 

ty .—Can you tell us what is the value ol the lund where tobacco is 
cultivated? 

A.—About 15 or 20 yeurj ugo such land fetched a price of not more 
than 100 rupees. Now the price of such land has gone up to more than 
Bs. 260. 

Q. —Can you tell us what would be the value of the crop per acre? 

A.—When we got into the trade there was no demand at all for the 
cigarette tobacco. Generally such kind of tobacco was left in the fields to 
be grazed by sheep and goats. We were purchasing such tobacco from 
Rs. 10 to Rs. 20 per candy of 50 lb. The ryots were thus able to get 
something. That variety of tobacco which was largely .cultivated by the 
ryots was purchased by local merchants of the Madras Presidency and the 
Central Provinces not only for chewing but more for making cheroots. Hint 
variety fetched a price of Rs. *30 to Rs. 80 and sometimes even more per 
candy. Now the ryots have given up the country variety and taken up to 
the cigarette variety which fetches for them a higher price as well as a 
readier sale. When we started this tobneco business, a candy of tobacco 
cost us Rs. 50 but the price now has gone to Rs. 150 to Rs. 200 according 
to the quality per candy of 600 lbs. 

Q .—What would lie the yield per aereP 

A.—The yield would be about 1,000 lbs., ordinary variety. 


Q .—What is the cost of cultivation ? . 

1,—Not so much of water is required for this cultivation in my district. 
The ryots begin transplanting operations in November just, the dew 
fells later on and helps the growth of the plant a great deal. 

Q .—So after the ryots have taken to this sort of cultivation their income 
is materially increased? 

4.—Yes. But the labour and other charges have also increased. ‘ 

Q .—But the value of land has increased, und therefore the income, to 
three or four times and the other costs luivo not gone up in proportion? 

A.—ft has equally gone .up because this kind of tobacco inquires parti¬ 
cular treatment, costing them much laliour and money. 

Q .—But the profit has also gone up? 

A. —Yes. - 

Q .—Are these ryots who take money from you much indebted to you? 
Have you got much capital out? 

A .—Not much. We have put in nearly three to four lakhs of rupees 
in the trade. 

Q .—What Ls that sunk in? 

A.—Particularly for purchasing purposes. Wo do not advance much 
money, only to the extent of aliout Rs. 25,000 during the season. 


Q .—Is a large proportion of this repaid to you? 

A .—When we purchase the tobacco we adjust the advance automatically. 
Only the amounts of such ryots who are unable to pay stand till the next 
crop. 

Q .—Are there many such who arc unable to pay? 

A.—I should think not. Most of them settle their accounts, when they 
close their accounts. I can say there is hardly 5 per cent outstandings. 

Q .—So far as the ryot is concerned that remains then a permanent 
debt? 

A.—They discharge it. How can it be permanent? 

Q ,—Anyhow they have to borrow a further amount for cultivating the 
next crop P 

A.—Not necessarily. 


Q .—What lias not been paid remains until the next crop. Is that not 
so? 

A.—The balance is carried forward to the next season when it will be 
paid and settled. 


'.—If you refuse to give advances what will happen ? 
1.—Some other man will advance money. 


Q .—And if somebody else advances money will it be possible for you to 
do any business? * 

A.—We will. We will be able to get even then their crops. 

Q .—If somebody else advances money to them would it not l»o on the 
same conditions that the crop is sold to them? 

A.—Those are merely money-lenders. They do not buy tobaoco. Inter¬ 
est on capital advanced is their only concern. 

0 .—But the ordinary village money-lender buys the produce? 

A.—They generally take a commission on the sales only. They do advance 
money for various purposes but do not buy the crop. Even when we pur¬ 
chase it they get their commission. 

Q -—Even if you do not advance money you say you will still be able to 
.carry on your business? 

A.—We are big purchasers for ready cosh and they must come to us 
if they want to sell their crop for ready cash. 

J .—Then why is it necessary for you to advance money? 

.—Just to help our customers. We have dealings with them and they 
come to us and say ' just help us with some money and it will be adjusted 
when we sell the crop ’ and we advance them money. 



221 


p,—in one statement which was received tile following allegation tt'ub 
made. (Head out by tlte Chairman.) is that a lair statement ? 

A.—In the case of tobacco it is somewhat true. The agriculturist har¬ 
vests the plant, the ripe and tho unripe together and brmgB it to the 
market after bulking and curing it. Tho buyer, i.e., tho exporter examines 
the leaf. He finds no two leaves alike in disc, colour or quality; it is an 
admixture of different grades of tobacco leaves. He quotes his prices buy 
Hs. 120 for the best variety hut cannot give that price for the whole lot 
us it is not graded properly. Hence he reduces tho price proportionately 
and gives 011 the average only Us. 80 to the ryot, if the tobacco had been 
graded properly he would have been able to quote for each quality separately 
and thus get the maximum price for that quality. Another great difficulty 
is that on the average about 5,000 bales conic every morning that means 
about 800 to 1,000 carts, and it is not possible to avoid that inconvenience 
of allowing tho carts to wait. 

* Mr. Uearson : A bale ib how many pounds? 

A. —On the average it can be taken us 250 lbs. or half a candy. They 
cany about six to eight halos in a cart and when they bring it they put it 
down on tho ground. A few bundles uro opened up by removing u few 
ropes from one side and then the buyer exumincs tho tobacco inside. In 
this way ho cannot examine it minutely. Ho offers suy Us. 120 for the 1st 
class but for the bale as a whole ho cun give on tlio average only Bs. 80 
l'or it contuins different varieties. After purchasing the merchant has 
to regrade it before export. 

The Chairman: So this statement of having the ryots under their thumb 
and keeping them waiting for a long time is not a just statement? 

A. —The statement is correct but the motive attributed to, it appears 
to me to be wrong. Five thousand to 6,000 bales mean about 200 men will 
be coming and dealing with each man separately means, even though you 
work quickly, time. If we stait work at 7 o'clock in the morning before 
we finish examination, it is 1 o’clock in the noon. Afterwards it has to 
be weighed and then price paid which means a lot of time. 

The Chairman : Is the price paid materially lower than it was 10 or 15 
years ago. 

A. —Ten or 15 years ago tho variety of tobacco was not grown at all 
nor purchased. 

Q. —With regard to such crops as jowari, maize, chillies, etc., do they 
pay as much as tobacco? 

A. —Chillies pay well but nothing pays so highly as tobacco. For tobacco 
they get ready cash hut in the case of other crops tho ryots have to sell 
them to the commission agent who pays them only a portion of the price 
and then later on when it is actually sold and cash obtained gives him 
the balance. That is why the ryots prefer the cultivation of tobacco. 

Q. —Is there a bank there P 

A. —Yes there are two banks, the Imperial Bank and the Indian Bank. 

0.—But that is at Guntur? 

A.—Yes. 


Q. —How r far is Chirala from Guntur? 

A.—By train it is hours journey. It is about 60 miles away. 

Q.—Is there a bank at Chirala or Bapatla? 

A.—Now the Imperial Bank has opened an agency there, at Bapiitki. 
The Chairman: You buy tobacco and export it? 

A.—We are exporting directly. We do not sell in India, but there is 
nc tobacco crop grown in Tenali, it being a deltaic tract. 

Q .—Do you receive your payments through the exchange banks? 

A.—Yes. 


0 .—Do you work through a broker? 

A.—We sell through our own brokers ou the continent, in England and 
in other parts. t 

Q .—You yourself buy in the villages? 
i.—Yes. We buy, cure and ship It. 
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.—It tak.es sometimes two yearn to realise their full vitlue. Sujqwse 
we despatch 1,(100 bales, 900 bales . find a ready market; a mouth hence 
another four hundred hales and the other three hundred hales does not find 
a sale in the foreign market. 

Q .—How long do you keep it in your hands before it is exported? 

2.—We do not keep it long. We take just enough time to cure and 
wait only for the steamer for shippiug. 

O .—From what ports do you export P 

2.—We sometimes export from Coeunada. When steamers do not touch 
Cocanado, they are sent to other ports—Madras tor instance. 

Q .—Have you any means of realising more quickly the capital sunk in 
such produce purchased by you? 

A .—A portion of our capital we get within throe months. We have 
bills of lading and we draw 60 per rent on it. 

Q .—Would any system of warehousing lie of any use? 

A .—It would be of considerable help if we can stoic tobacco. It can¬ 
not l»e stored before it is cured. Our greatest danger it, water. 

jlfr. Hearsoii: What is the value of tobacco? 

A .—One hundred and fifty rupees per candy. 
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.—How much you would be lending on tlmt? 

,—We lend not on the value but on tho solvency 
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of a person. 

0 .—Do you not depend upon the crops? 

A .—There is nothing like that. We advance to (he persons who 
cultivating tobacco but also on other crops as well. 

Q .—What is the average holding of a ryotP 

2.—I take it to be five acres. Very many ryots possess 30 to (0 acres. 
Q .—You suggested that a liale weighs 200 to 2o0 lbs. and that six to 
eight bales come in a cart. Nearly about 3,000 carts come to tlic Gnntur 
market. You buy in the Guntur market? 

A. —Yes, and also in the villages. 

Q .—Is it tho central market or do you have u compound? 

2.—Wo have got onr own grounds but the other merchants stick to the 
road. 

2.—They come in day by day to you if you buy one day? 

1. —Yes. 

<?.—Do you sell this entirely or do you sell to your Indian husiuesmen? 

2. —I do not know how they sell it. 

Q .—To which parts you send them? 

2.—Liverpool and Hamburg. Our reports show that it has fteen sold. 

S .—Do you give your agents full discretion? 

.—Practically we have given them full discretion. We have got some 
confidence in them. 

4 . £? u “"".hipping. per cent of the value is drawn against 

the bills of lading? Do you send those bills to the hank? 

A. —We draw it in Guntur. 

i .—What exchange bunk is there in Guntur? 

.—The only exchange bank is the Imperial Bunk. 

0. —It is not an exchange bank? • 

2.—We draw money from the National Bank or other banks. 

<?•*—You said that you could not get money until the bills of lading are 
drawn. Can you not get an advance from the Imperial Bunk wlmt vou 
call on key loans? • 

A.—We wanted to arrange. I think that they a*- e fully aware of onr 
solvency and position in life, but still they do not advance: 

O.—What security did you offer themP 

2.—We have got our lands and other properties. 

0.—The Imperial Bank has to abide by thq rules and statutes Tkev 
are lending mon^y against goods in godowns. Now they ore giving kev W* 
if goods are locked up in godowns aud if the keys are handed over Wem? 
A. —I Hunk we can adopt it. *“** 
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J ,—How many hales you ship a year? 

,—Five to ten thousand cured bales. 

Q .—What is the value of a hale? 

A .—On an average each pound costs something like 0 to 8a. here. 

Mr. Gopala Men on: What is the total area under tobacco cultivation 
in the Guntur district? „ ,, , n 

A.—I think it will be not less than thirty to forty thousand acreB. 1 cr- 
haps even more; it may be 50,000 acres for cigarette tobacco alone. 

Q .—t suppose tobacco is cultivated in the Guntur district to a very 
great extent and also in other parts of the Northern Cirears? _ 

A. —Yes; there are lankn lands in Kistna and Godavari districts where 
tobacco suitable for cheroots are grown. 

Q .—Have not the people in Trichinopoly and Pindigul been also culti¬ 
vating tobacco? , ..... 

A .—Since only 20 years they have largely taken to cigarette tobacco 
cultivation in Guntur district because there is a general demand on tins 
spot. 

Q .—Prior to that what wore cultivated under these lands? 

A .—They were cultivating chillies and tobacco. 

Q .—Tobacco was cultivated even as early as that? 

A.—Yes; blit only tobacco suitable for cheroots and chewing were grown; 
tho lands that were brought under cultivation were not so much as to-day. 

Q .—What food crops have lieen replaced by tobacco? Anv paddy land? 
A .—No tobacco is grown in the paddy land in the wot land area. 


Q .—What are the other dry crops cultivated in the district? 

A.—The other dry land product is chilli. Both chillies and tobacco go 
together. 

Q .—Do you think that by the ryots having taken to tobacco cultivation 
has it in any way affected the growth of foodgrain crops? 

A .—To a certain extent javari crop is affected. It is consumed l.v the 
lower classes. It is exported to Mahratta districts. 

Q .—So you think that the ryots having taken to tobacco cultivation 
have in any way lieen affected to their detriment? 

A .—T do not think so. 


Q .—Do you think foodgrain crops have been affected in any way? 
A .—I do not think so. 

Q .—Do you say that the ryots have been actually benefited? 

A .—f think so. 


Q .—Are these ryots cultivating it on their own account or cultivating 
It on behalf of tobacco companies? 

A.—These tobacco companies supply the seedlings. They supply them 
to raise that particular quality and promise them to purchase their crop 
themselves ut the market rate. Sometimes they purchase also green 
tobacco before it is being cut and cut and cure. More of the purchasing is 
done by the Indian Leaf Tobacco Development Company. 

Q —Are there other purchasers in the district? 

A.—There are very many purchasers hut not on this scale. 

Q .—Are there many Indian purchasers who buy tobacco and ship it? 

A.—There are nearly 20 people who advance money to «the ryots them- 
Relves when the crop is under cultivation. 

0 .—Do all purchasers advance money? 

A.—Only certain number of persons' of the district give to particular 
ryots. 


0.—Perhaps you think that the ryots can cultivate on their own grounds 
and find a market afterwards? 

A.—Fifty per cent of the ryots cultivate on their own grounds tint 
cannot find a market which can give the price they expect. That is the 
difficulty. 


0;—The difficulty for finding a market is because the tobacco is not pre¬ 
pared for the market on account of adulteration? 

A.—The State must take the responsibility to teach the ryote about 
the proper method of cultivation, curing and drying before tobacco is ship¬ 
ped. With this knowledge they will faro better. 



Q .—You say they hare been adulterating tobaoeo for the past 30 yean. 
Do yon mean to say that they hare not been educated? 

A.—The present day variety of cultivation is different and they nave 
gained the knowledge to a certain extent. 

• Q .—They are not able to obtain full price because they are not able to 
prepare the right quality of goods for the market? 

A. —Yes. 


! .—Are they now taking to sorting and grading at least? 

.—They could not do that owing to so many handicaps. 

Q .—What suggestion have you got to make in order to enable the 
ryot for sorting and marketing and thereby get a better price for his 
produce? 

A .—First of all the ryots must have an elementary knowledge of how 
to raise tobacco crop in the real quality required, for the market. He 
must have the knowledge of grading it. Tobacco always absorbs and re¬ 
tains a certain amount of moisture which the purchaser is diffident to pay 
for. 


0.—What is the remedy P 

A.-By means of a 1 redrying plant, everything would be set right. 
Even though it may cost a little, say Bs. 2 or Rs. 5 per candy, in the end 
it will fetch him five rupees more per candy. 

Q .—Do yon think that if a tobacco seed farm is started under the ana- 
pices of the Agricultural Department would not that be a help to the 
agriculturist to produce a better class of tobacco? Do you think the ini¬ 
tiative should come from the Agricultural Department to open seed farms 
and also prepare centres for marketing? 

A.—Quite so; these two difficulties could be overcome with the help of 
the Agricultural Department in order that the ryot may get a fairer price 
than he is now getting. 

Q .—Do you think that since the ryots have taken to tobacco cultivation, 
they have brought more dry area under .cultivation thnn before? 

A. —Yes; they have utilised more acreage. 

Q .—Do you think that the ryots by taking to tobacco cultivation have 
in any way improved their material condition as a whole? 

A .—I should think so. 


0 .—Do you cultivate tobacco in your district for heedi making P 
A.—There is no special variety for beedi making. But I can tell yon 
that our refuse is purchased and that it is used for beedi making by some. 


J .—To what parts in the Presidency is the refuse sent? 

.—A considerable quantity is purchased by people coming from North¬ 
ern India, Hyderabad, Delhi, Kathiawar and Nagpur. A great deal is 
exported to Northern India. 


Q.—Is there any special loaf being prepared in the Guntur district? 

A.—I don’t think so. 

Q.—What sort of tobacco is cultivated in Hyderabad? 

A.—I cannot tell you. 

Q .—And in Cuddapah? 

A. —In Madanapafie; but in Trichinopoly and other districts the 
tobaoeo grown ia more useful for chewing and cigarette manufacturing pur¬ 
poses. 


Q .—Is beedi making rapidly progressing? 
A.—I should think so. 


—Can it compete with cigarettes? 
..—No. 


S .—Are the cigarette manufacturers trying to introduce a cheaper 
to replace beedi? 

A.—I think they are trying. 

Q .—Generally people who take to beedi making are mostly lower classes 
I presume? 

A.—In Northern India and in other places very many respectable peo¬ 
ple, hankers and Multania take to beedis more than cigarettes They oo 
net think it is derogatory to smoke beodi. 
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Q .—Yon say that there are two or three big firms who have taken to 
cigarette making in the Guntur district? Do you not think in the matter 
of cultivation they are coming in competition with the ryots of the country P 

A. —-All their capital cannot replace these ryots. Besides they have 
not purchased lands to any large extent to compete with the ryots. 

Q .—You say that business in tobacco is done on consignments. 
How is this consignment business done and who are doing itP 

A. —Besides us, some of our clerks ure also doing business, so much so 
that the market is spoiled. 

Q .—Can they afford to wait for a long time? 

A .—They hare to borrow money elsewhere and go on with the business. 

Q. —At what rate do they borrow money ? 

A. —It may not be more than 12 per cent, I think. 

Q .—What would be the profit for the consignee P 

A .—The consignee wcrtild be able to ftinkc a profit of 10 per cent de¬ 
ducting all expenses. 

Q. —You say cigar is also manufactured with other kinds of tobacco? 

A. —Not marketable commodity; they make their own cheroots with 

that. They raise it on a different kind of soil called ‘ patimatti ’. 

« 

Q. —So it is not used for making cigars as in Trichinopoly P 

A.—It is used only for fillers. 

Mr. Gonala Men on : So it is not made use of for making cigars like 
Trichinopoly P 

A. —Some of the tobacco is only used for keeping inside the cigar called 
fillers and the wrapper is imported tobacco from Java and Sumatra. 

Q. —Do you send this tobacco to Madias or any other place for the 
manufacture of cigars ? 

A. —It is only a small quantity, if at all, that will be sent. But more 
is being used for chewing purpose. 

—So the tobacco that is grown in the Dindigul district is of a much 
superior quality than that grown in the Guntur district? 

A. —Not much. One quality is for manufacturing cigarettes. That is 
grown in Guntur and the other grown in Dindigul is for making cigars. 


—The two are not coining into competition? 
.—Not at all. 


Q .—Is there any tobacco grown in Dindigul for making cigarettes? 

A. —No. 

Q .—Do you know from where they get the leaves for the manufacture 
of cigars in Tfichinopoly and Dindigul? 

A .—They import wrappers from Java and Sumatrn. 

O .—Do they import much Holland tobacco? 

A.—Yes. That is the tobacco from Java, etc. 

Q .—I find from the import list that the tobacco lonves are coming from 
Amsterdam. T wish to know whether Java tobacco is sent, to Amsterdam 
and from there re-shipped to Madras and is brought to Dindigul or whether 
it comes direct-to Dindigul from JavaP 

A .—T think it comes from Amsterdam Port. 


Q .—How long will this tobacco remain in the hot climate of our countryP 

A.—I think it remains for two or three years if put in barrels and 
properly sealed. 

0 .—But they are packed in bales and in casks. Ts that not sop 

A.—But that is as far as transhipment is concerned. But once they 
get it in the godowns, they open the hales and pveserve the tobacco in 
barrels. 

Q .—But does that not relate only in the case of the merchants? 

A. —Yes. 

Q .—How long will it remain if kept in the godowns without putting the 
tobacco in casks? 

. A,—I cannot tell you, 
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Q .—Do you think that the tobacco that is being shipped from Guntur 
will remain without any deterioration in the foreign oountries for more 
than a year? 

A.—Once it has been cured here, dried by passing it through the re¬ 
trying plant and allowed only that much quantity of moisture that it 
should have, then it can remain without any deterioration in the foreign 
country for a long time, even three or four years. 

Q .—Had you ever any complaint with regard to the deterioration by 
means of insects or other causes, say mildew m the unsold state while they 
remain in the hands of the dealers for more than a year and thus lost money ? 

A .—There have been complaints, because tobacco which has been cured 
by hand does deteriorate as it retains a lot of moisture, etc. 

Q .—This defect could be remedied if the tobacco had been prepared for 
the market, as for instance by passing it through the re-drying plant? 

A .—You must not allow too much of moisture for that allows heat to 
get in and that burns the tobacco. Again the weight will be greater on 
account of the moisture it retains and you will have to pay not only more 
for freight but also for duty in England. I think 25 to 30 per cent of 
every bale will contain moisture. 

Mr. Thomas : Do you have direct dealings with the ryots who grow 
tobacco P 

A. —Yes. 


You don’t deal with the local shop-keepers P 
.—We have our own establishment. 

—Do you lend money directly to the ryots? 

—Money-lending there is only a side anair. 

O.—What is the business of the local money-lenders or shop-keepers? 

A.—Money-lenders arc not tobacco merchants. 

Q .—You do not at all have anything to do with the local village shop¬ 
keepers ? 

A. —We purchase direct from the village ryots. We go and examine 
the various bulks, select the quality suitable for us, bargain with tire ryots, 
settle the price and wo pay the money immediately. In some cases when 
the ryots bring the tobacco the next day we pay the amount on receipt of 
the tobacco bales. 

! .—Do you at all buy from the local shop-keepers P 
.—We do not generally buy from them. It is only very occasionally 
that we do that. 

.—What is the function of the local shop-keepers? 

—Ho is a commission agent. 

Q .—To whom is he a commission agent? 

A.—To most of these ryots. 

U .—To whom does ho sell? 

A.—Anybody can go and purchase it from him, especially those who 
go from outside the district purchase tobacco from them. 

Q. —Do they not sell to the tobacco exporting firms? 

A.—The ordinary tobacco is not suitable for export. 

Q .—So the local agent keeps tire country tobacco and not the cigarette 
tobacco P 

A. —In the good old days when the European firms were not there, the 
local commission agents were everything and they were making heaps of 
money. The ryots then were taking advances from these local commission 
agents on the understanding that they would bring all their crop to them 
who will then have it stored in their godowna for some time till it is sold 
when they will after taking the interest and godown charges and commis¬ 
sion give the balance of sale proceeds to the ryots. So in those days the 
ryots were getting very little, for a great portion of their tobacco is left 
behind unsold and generally never finds a sale at all. But now there are 
the European firms and they get a ready sale for their tobacco. 

.—Do the ryots bring the tobacco to your godowns? 

.—Yes. 


(j .—Do you know much about the conditions of the ryots themselves, 
their holdings, and so on? 

A,-—The major portion of the cultivators are poor people, 
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Q .-—What is the average size of their holdings P 

4 ,_The average is five acres. The husband and the wife work on the 

land but they do not improve it. Tobacco especially deteriorates tho land 
▼ery much. 

, O.—What is the cost of production of tobacco per acre of land? 

A.—The least that will be required is Us. 60. 

Q —Did you say that one acre produces about a thousand pounds? 
I.—Yes. 


Q .—What will be the price of that? Will it be Rs. 200? 

A .—You will get that amount only if you arc able to raise that parti¬ 
cular quality. But 1 am talking of tho ordinary country variety sold from 
Ks. 60 to Rs. 80 per candy, that is, you can get about Rs. 160 to Rs. 180. 

Q ,—So the ryot makes about Rs, 90 per acre? 

1.—Rs. 80 he cap make but you must make allowances for his own 
labour and that of his wife. 


Q .—You assume that the work is entirely done by himself and his family P 

1.—Yes, mostly. 

Q .—What will he get if lie engages labourers? 

A. —You will have to reduce that amount by Rs. 20 or Us. 25. 

Q .—Will you please spoeify the various items on which this amount has 
to be spent? 

A .—He must prepare the land just before the monsoon. Sometimes 
they burn and sometimes they rake tho ground and expose it to the sun. 
The second thing is to level the ground. Transplantation is the first pro¬ 
cess. For one acre it will require about four people lor three days and 
the cost of their labour will be aliout Rs. 6 . Watering is required for a 
week or ten days and two people are required for thnt purpose. Then 
comes topping which will cost uhout Rs. 2 or Hs. 3 per acre. Harvesting 
requires at least 10 coolies and they will cost Us. 5 per acre. Then comes 
the stringing, that is, they must buy, twine and stitch the leaves togother 
and then carry to the nearest shed for sun-drying and airing. All these 
put together will eost nearly Rs. 20 to Rs. 25. 


Q .'—May I ask you if it is possible to have curing and grading dono 
in his own village? 

A.—That is rather u difficult thing. There will be tlie difficulty about 
the space required for attending to this work. There is also the want of 
knowledge on tho part of the ryot. He should be taught to pick and choose 
the right leaf. 

J .—Has not the Agricultural Department taken up the matter? 

.—No. 

Q .—To what extent have the co-operative societies helped the ryots ? 

A.—1 am not in a position to tell you anything about the co-operative 
Department. 


! }■—Do you not think this is a matter in which the co-operative societies 
d help a good deal? 

A .—I do not know what help they can give about curing and grading 
but they can advance money to the ryots. 1 should think that it is a mat¬ 
ter more for the Agricultural Department. 

Q .—So the price depends on the curing and grading? 

A.—If the _ new methods are adopted in regard to curing and other 
things, you will be able to get better prices. 

Q .—You want the Departments of Agriculture and Co-operation to 
help in the matter? 

A.—Yes. 


The Chairman: Are experts employed in the various firms? 

A.—There is only one expert for the whole of my district—Guntur. 

Q .—Is he an expert on the growing of tobacco? 

A.—-Yes. In raising seedlings, growing, curing, etc.- But there is only 
one I find employed by the l.L.T.D. Co., Ltd. at Guntur. 

Q -—For making a good profit there should be grading, is it not? 

A.—Yes. The expert should do it. 



$26 


0.—Where is the expert P 

A.—The expert is not there hut thore should be one to attend to the 
grading work. 

Q .—Where can the co-operative societies get them? 

i.—They must be trained by the Agricultural Department. In the 
Pusa Agricultural farm there is an expert. I have seen some of their 
bulletins and in one or two they have given splendid information. Some 
of our men should be sent to Pusa for training and then come back. 

What I want the Agricultural Department to do is to help in the 
matter of raising the particular quality of tobacco for cigarette. The first 
thing is the colour. Colour can ge got by certain processes of manuring 
and curing. Manuring helps the burning quality of tobacco. Potash 
manure helps, for instance the burning quality. Colour can be got merely 
by curing at a certain stage. Only ripe tobacco leaves should be picked 
up, and exposed to the sun and air for a certain time. All this helps you 
in getting the right colour. The next thing is the burning quality. As I 
have said already that is helped by the use of proper manure as for in¬ 
stance potash. These things our ryots do not know. They simply cultivate 
the land and sow the seedlings. Naturally there is no good burning quality 
nor is there any colour or good flavour. 

Mr. Thomas: Can you tell me whether it would pay if the ryots arc 
taught how to do all these? 

A .—It is a matter of demonstration and the ryots will take to that. 
Then certainly it would be very paying to them. They should be taught 
yrhat to do, how to get the particular quality, that is a quality coupled 
with colour, burning quality and flavour. Then they will certainly be 
able to get a better price and be much better oft. 

Q .~How do you get your advances on the bills of lading? Do yo.u find 
any difficulty in the matter? 

A.—There is considerable difficulty so far as money matter is concern¬ 
ed. Generally there is a reluctance to advance money on the part of tho 
indigenous bankers. 


O .—Do you deal with the exchange banks? 

A.—Yes. The facility for the local ryot is that he can approach the 
local banker or Marwari or any other individual and get advance without 
much of trouble because the local banker only looks at the status of tho 
man and the rate of interest and also* he is prepared to risk something, 
whereas the exchange banks have got certain rules and certain restric- 
tions. and upless they are satisfied they cannot advance. That is a great 
handicap to the ryots. Also there are no exchange banks in the mufassal. 
It is only in Madras, Bombay and Calcutta that you have got the QTAtna a 
banks. * 


Q .—If the other tobacco merchants are able to get capital easily, whv 
not you? ' * 

A.—The bigger firms, like the Indian Leaf Tobacco Company, have got 
their own capital and they arrange with their London office to keep several 
lakhs of rupees always to their credit. They have got their own capital 
m England? * 


S .—Can’t you raise your capital locally P 
.—Not from these banks. We can raise only locally. 

O.—Why do you not go in for key loans from the Imperial Bank? 

A.—*1 do not think that they advance because we have no godowns, 

0 .—Have you no godowns? 

. A.—Like other produce it is not safe to stock tobacco. Tobacco is a risky 
thing to keep. As it is now, the tobacco from the ryots is liable to deteriora¬ 
tion m quality if it is allowed to remain even for a year. The 
banker will only advance on such tobacco Rs. 30 per candy for a quantity 
which will fetch its, 100. This amount will surety not help the ryot much. 
The risk which the banker undertakes is great and he therefore will not 
advance more than Rs. 30, because the ryot does not know how to cure 
the tobacco, it. may develop mildew, and then it may burn up and thus there 
is much deterioration in quality and also in value if it is kept for a long 
time. 1 * 


J .—Can’t you give collateral securities? 

.—We can give. But what collateral security can the ryot giveP 
tias got only his land to be given as security. 
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,—feat with legat'd to drawing money, how do you manage it? 

,—I raise credit by means of what 1 own by way of housos and land. 

.—You say that there arc only a few buyers of tobacco P 
,—So far as export to England is concerned, there are only very 

few. 

Q .—By that reason do the ryots suffer? 

A.—1 do not think they suffer on that account, because the quality 
of tobaco cultivated by them is such that it is largely purchased by the 
exporting firm. 

.—Which firm is that? 

.—I.L.T.D. Company. 

.—Is there not the Imperial Tobacco Company P 

.—1 understand'they are all one under one management though they 
are given different names. They are trading in different centres and each 
has got its own part of tho work to attend to. The l.L.T.D. Company is 
interested only in cultivating and securing the leaf. They supply the leaf 
to the Peninsular Tobacco Company who attend to the manufacture of 
cigarettes and the British American Tobacco Company actually sells the 
cigarettes manufactured by the Peninsular Tobacco Company and each 
shows the profit undor that part of the business. All these companies are 
under Board of Directors interested in one another. 

y.—Can’t you buy as they do? 

A .—J am not even a thousandth part of the l.L.T.D. Company who 
can corner several thousands like me in the market. 1 am only a poor 
purchaser and my purchasing capacity is veiy very small compared to the 
purchasing capacity of the l.L.T.D. Company who can purchase for even a 
crore of rupees if they want. 

Q. —The cultivating ryot is to a certain extent dependant to tho biggest 
purchaser and therefore if the biggest purchaser restrict his purchase, the 
ryot will suffer: is it not so? 

.4.—Yes. 

Q .—Do you know of any method by which that difficulty could bo 
avoided ? 

A. —I think, if there is competition it will be better for the ryot. 

The Chairman; Is there anything to prevent the ryot from growing on 
his land any crop that he wants? 

A. —There is no other commodity that will fetch a ready cash sale as 
tobacco. But some of the ryots of late are finding difficulty, because the 
firms who have been giving good prices before are now cutting off their 
prices. They have therefore taken to groundnut. The groundnuts for the 
first two or three years were paying very nicely but now their price also 
has fallen. 

Q. —The ryot could grow anything elseP Tf the price of groundnut goes 
down he could glow tobacco, if the price of tobacco goes down, he could 
grow something else. Is that not so? 

A. —Yes. Chillies he could grow. That is a commodity which is supplied 
by the Guntur district to the whole of India. 


Mr. Thomas : 
A.—Yes. 


Who distributes tho seed? Is it the Company? 


h —Do you think that the company is distributing more seed than could 
readily be profitably sown? 

A.—They are only supplying a limited quantity and they do not supply 
more than will meet their requirements. It is because if they give more 
seeds the ryots might sell their produce to others. 

Q .—Are all those who take the seeds in a position to find a ready sale 
for the whole quantity that they are able to produce? 

A.—Yes. 

.—There is no difficulty about that? 

,—The difficulty may not be much but there is some difficulty. 
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Q. —The Chairman iwad tg yon a passage from a memorandum in which 
it is stated that the ryots put to inconvenience in marketing tobaoco. 1s 
it true? _ . . 

A. —They must also stand to some inconvenience, suppose five or us 
are the buyers and the seller comes in the morning to one of us. The 
quantity lie wants to sell must he dumped on the ground first and allow it 
to be examined and after getting the lots sold get tho amount. All this 
means time. 

.—Why aro they complaining? 

1 do not think that there is any meaning in their complaint. 

Q.— Can’t we find means of avoiding that? 

A .—¥<ou have perhaps no idea of the difficulty. If a thousand bundles 
have to be examined, where is the space to part your 160 carts which will 
be required to carry them. Again, for dumping a great deal of space iB 
required for opening and examining each bundle Iiecause it is not a ques¬ 
tion of merely taking the bundles and weighing them and paying the 
money. 

Mr. Thomasz Don’t you think that co-operative societies can organize 
this business? 

A. —I do not think it is possible. You must have big depots. You 
must also have big open space for passing the tobacco and must have a 
re-drying plant. It is not possible for tho co-operative societies to arrange 
all these to organize the business. 

Q .—Suppose co-operative societies have their own godowns and all the 
appurtances needed? Will it not be possible for them to run the businessP 

A. —It is not a question oi having godowns only. Ever so many other 
factors also are necessary. There must lie sufficient open space to examine 
all the tobacco. Suppose about 60 carts carrying hales of tobacco have 
come. These must be examined and unless you have largo open space for 
these carts to stand and dump in these bales, you cannot inspect tho 
goods thoroughly. The whole business, in fact, is of a highly complicated 
nature and 1 do not think that it is possible for any co-operative institu¬ 
tion to organize this business. 

0.—Then, how do they manage in the matter of groundnut? 

. A.—As for groundnut it is a different matter. First it only occupies a 
small space. It is put in ordinary gunny bags and no large space is re¬ 
quired for it at all and no need to examine it as it is (lone in the case of 
tobacco and inoreovei the bags can be piled one upon another. 

Q. —You know that co-operative societies undertake cotton marketing; 
and cotton takes up a good deal of room. 

A. —There is much difference between cotton and tobacco. When a cot¬ 
ton bale is thrown down you have not got much wastage. In the case of 
tobacco it is not so. You have got the butts which very often crumble and 
fall to the ground when the tobacco bales are rudely thrown down and 
examined and the ryots are very careful about these butts, because it adds 
to the weight and gives u few annas more for them. 

i.—It is all due to want of organization, is it not? 

..—Everything depends upon organization and an efficient organiza¬ 
tion makes any undertaking a success. 

Q .—Are not co-operative societies the best agencies for such organization? 

A.—As I have already said, it is not possible for co-operative societies 
to arrange and help this business. The whole process is difficult and re¬ 
quires expert knowledge and experience. From my own practical experience, 
I am of opinion that no public organization can undertake to organize 
and help a trade of this nature. 

(The witness then withdrew.) 
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Saturday, 25th January 1930. 
MADRAS, 

Present 

Mr. H. M. Hoon, I.C.S., (Chairman). 

Mr. P. J. Thomas, m.a., b. iitt., th.d. 

Mr. C. Gopala m.u.c. 

Mr. H. F. P. Hbabson, m.l.c. 

M.B.Ry. SAMI VENKATACHALAM CHETTI Avargal. 


Oral evidenoe. 

The Chairman : You arc chiefly dealing iu chillies? 

A. —Yes, and also in grains and other produce, etc. 

Q .—What is the nature of your business? 

A.—We are cotniuissian agents. 

Q .—Do you buy direct irom ryots? 

A.—Sometimes we do, but mostly through commission agents. 

Q .—Are you doing business in Madras or have got branches in the up- 
country ? 

A .—Jn Madras only. 1 have no branches elsewhere. 

Q .—How does the produce reach you? 

A .—The ryot in the ltiufassal sells his produce to the commission agent 
and the commission agent exports the goods to Madras for the purpose of sale. 
We sell sometimes to local merchants and sometimes to exporters. We take 
our commission and sometimes advance money upon the goods we receive; 
otherwise we send the account sales on the balance of money that is due to 
him. 


0.—To whom do you sell the goods? 

A.—To the retail dealers in Madras and to the commission agents who 
appear on behalf of mufassn] consumers. 

O.—Your business, I suppose, includes little or no export trade? 

A.—Yes. Our business is one of purchase and redistribution. 

Q .—How do you finance your business? 

A.—We generally advance about 75 to 80 per cent of the market price of 
goods to the commission agents who send us the goods. Sometimes the ryots 
themselves send us their produce 1 directly. 


J .—What is your security? 

.—The goods themselves are our security. 

Q .—How do you get hack your money? 

A.— By selling the goods to the retail dealers and to any purchasers here. 
In this way we recover our money slowly. We sell mostly on credit. 


Q .—Then you take the risk? 

A.—Yes, we do. As soon as the goodR are sold, we remit the balance 
amount to the owner of the goods. 

0 .—How do yon remit the money? 

A.—Sometimes by payments on hundis drawn against and sometimes by 
insured post. 

Q. —Bo you receive payments also in the same way? 

A.—No, "We send our own men to each of these bazaars for collection daily 
and sometimes weekly. 
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J .—Do you get bills for discount P 

.—No, we do not deal in bills. In the first place the amount will be too 
small for the purpose of discounting bills and in cases where large amounts 
are involved the merchants will be unwilling to have their bills discounted, 
and moreover they do not make payments promptly on the due date. 

Q .—By investing big sums on goods and selling them in retail on credit 
do you not tie up a large capital? If you could evolve a system of credit by 
bills or some such form, would it not enable you to enlarge .your business? 

A. —If the bills of whatever value they make are accepted by the banks 
and monies advanced on them, both on the security of the persons who dis¬ 
count the bills and against whom they are discounted, they will certainly 
facilitate our business, but payment ought not to be pressed on the due date. 
Q.— Why? 

A .—Because it would be a great difficulty to the merchants. 

Q .—But would it not be more difficult for them to repay the whole amount 
all at once at some future time, if you do not press them on the due date and 
allow them to grow slacker and slacker? 

A. —If we press, it will result in this. A number of people who are now 
trading will disappear. 

Q. —Do you think that it is a bad thing? 

A .—It may not be a bad thing in one sense, hut it will be bad in another 
sense, because the competition will be restricted. 

Q .—Then would not your business be more effective then? 

A. —Yes, but it will prove a great hardship to the traders. 

Q. —Don’t you think that non-payment on the due date is merely due to 
the Blackness of the merchants? 

A. — i should think that the merchants themselves experience difficulties in 
their turn. 

Q .—But T would suggest that a great deal of non-payment on the due 
date which is a marked feature of retail trade here is very largely due to 
slackness? 

A. —Then in that case you will set a premium upon sueh merchants who 
can command good capital, because in such cases they will finance the whole 
trade without discounting the bills. The retail dealers will naturally feel 
disclined to enter into competition with the big morchants; and if they have 
not money readilv on hand and if they are insisted on to pay on the due date, 
they will naturally disappear from the business, whereas a big merchant who 
has a large amount of fluid capital allows credit for a long time and increases 
his business. 

Q .—My point is that by not insisting on your retail dealers paying prompt¬ 
ly on the due date, on the ground that it would cause difficulties, don’t 
you think that you encourage them to greater slackness? 

A. —Not exactly so, but there are Rome people who with a view to evade 
interest merely put off payment, though they may have the money and though 
they can pay promptly. Tn those cases, insistence is quite necessary, but in 
most other cases it will he something like the Sword of Damocles with re¬ 
gard to these bills. When they think that they have got to pay the next 
day, though they have all the means to pay, the very feeling that they must 
pay at any cost put them in somewhat a great inconvenient position. 

Moreover, supposing a merchant has got Rs. 5,000 on hand on a parti¬ 
cular day and if there is some tempting bnsiness on that day by which he 
conld earn some more profit, the feeling that he should meet the bill on the 
due date will act as a serious handicap to the development of his business. 
This to my mind appears to be the difficulty in the way of introducing any 
kind of bill system. 

0 .—But don’t you agree that tbe failure on'their part to meet the bills 
on the due date under the feeling that they could not pay is a more serious 
handicap to the development of your business and that it would result in 
a reduction of credit? 

A. —Yes, but it is not always the case. There are a number of retail 
merchants who might find it difficult to meet the hills on the dne date, if 
they are not able to collect from the people who would have bought from them, 
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Q ,—Have you any experience of the working of co-operative societies? 

A.—Not much, except reading academically, some literature on the 
•abject. 

Q. —Would it be advantageous to you if you put your goods into some god- 
own and get advance on it? 

A.—It is not possible, because we are selling our goods to very small 
merchants. 

Q .—Tou are receiving payments to some extent by hundis. Do you not 
make your payment by cheques? 

A.—No, our business hours do not permit the use of cheques. We begin 
our business at about 6-30 or 7 in the morning and close it at 9 p.m. Our 
collections are made between 7 and 9 in the evening. We cannot thereloro 
send them to the bank. The next day we have either got to pay hundis or 
make remittances. So tlicre is no possibility of cheques being used. 

O. —With regard to- payment in the mufassal can you not issue cheques? 

A.—It is not possible to send cheques to mufassal agents for the inufassal 
commission agents should have a bank account in the local bank. There are 
certain agents who have accounts in the local bank and in those eases we gene¬ 
rally do so. But f find that the system ol cheques involves unnecessary delay 
and entail a lot of unnecessary correspondence and trouble which many’ of 
our ngents do not like. I may quote a number of instances where there 
have lieen unnecessary delays and troubles. Once 1 got a cheque from the 
Sun Life Assuiance Company of Canada drawn cm the Mercantile Bank. I 
sent the cheque to tbe Indian Bank and wanted to draw on that. The 
Indian Bank said that they could not allow me to draw upon that excepting 
on the amount ol credit capital 1 had, and that they could not take that 
cheque into account. There are various other instances, wdiere there have 
been considerable correspondence and delays. But on the other hand if I scud 
money by insurance this afternoon, to-morrow it reaches our parties. 

Q .—How much does it cost you it you send money by insured post? 

.4.—Annas 2 ten every Its 100 and annas i lor the envelope 

Mr. Heninon: How much do you send at a time? 

A— About Hs. 2,0(X>. 

Q .—Do you send hall notes v 

.4.—We do not. We cannot insure half notes. Half-notes could only be 
sent by registercsl post. 

Thu Chun mun : What kind ot lmndis do you receive? 

A.—The hundis we get are different Iroin the ordinary hundis. We get 
darsana hundis. Thev aie more or less in the form of a letter with an anna 
stamp affixed to it. 

0.-—From whom do you get these hundis? 

A.—From the piecegoods merchants or some commission agent or some 
export-trader or some other people who have to get money from outside. They 
will try to adjust their accounts l»s issuing hundis. 

Q .—Do you also discount your hundis? 

A.—Yes, they are being discounted also at times. 

Q .—Can you tell me whether bunking facilities are lacking for developing 
your trade, and can you sugg«>st any improvement? 

A.—Yes. we hn\e not much banking facilities. Here the whole of our 
business is financed by three classes of people. One is the private capitalist, 
the second is the Multani or Mnrwari or the sowcar and the third is the 
banker. 

Now the tendency' is that the banks are lending large sums of money to 
these Multauis and sowcars at a comparatively low rate of interest. They 
therefore have a large influence over the Madras market now. They in turn 
lend out their moneys at higher rates of interest to tlie commission agents and 
other merchants. The commission agents have no means of access to the 
hanks and to such of those who have any access to the hank, the conditions 
imposed by the bank for the loan are not suitable. In the first place the 
banks think that the system of joint signatures without any security whatso¬ 
ever is. better than a single man giving some security. Supposing t have no 
securities to offer, if T could get another an with whom the hankers are 
presumably satisfied they lend money. Tf I offer my house, or landed property 
or some other property, they do not look at the proposal with favour. Tt Is 
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always difficult for merchants to get the assistance of a co-obligator and to 
my mind H is a very unsuitable arrangement. There are various other 
difficulties in seeking another merchant to stand joint security unless both 
desire to get the loan and divide between themselves and this, in turn, depends 
upon th« financial stability of either business. The system of joint signatures 
works very hard against merchants and that k why I say the ordinary mer¬ 
chants are not in a position to get any facilities from banks. But these 
merchants could easily get any amount of money from either the sowcars 
or the Multanis by paying a higher rate, who, in turn, get any amount of 
money from the bank with tho least difficulty. These are the difficulties under 
which our merchants are suffering. 

Mr. Hear son: Can you tell me whether the joint-stock hanks appreciate 
the difficulties you refer? 

A.—In the first place, the hanks have already got into the grove of think¬ 
ing that joint signatures arc better than single ones and unless something is 
done to relax this enforcement, our merchants and others who are in urgent 
need of money at times will always find it difficult to get any facilities fiom 
the bank. 

Q,. —Do you not think that in the interests of tlie bank this rule should 
be enforced? 

A. —It may Ire, hut T do not think why from this point of view they 
cannot do so. 

Mr. (lopala Me non :Do you think that it is due to the want of banking 
facilities that people go to the Multanis and Marwaris for loan to carry on 
their business? 

A. —Yes, it is both due to the want of hanking facilities and n thorough 
appreciation of the difficulties of the merchants on tho part of rho bank. 

Q. —Do you think that when compared with other countries, we have 
only a ridiculously small number of banks? 

A. —Tt is undoubtedly true. 

S .—How are people keeping their savings, if there are no hanks near at 
? 

A. —It all depends upon tho class of population you are referring. I am 
of opinion that a very large mass of population have no savings at all. Vakils 
nnd other big landlords who have money enough lend out on jewels, mortgages,_ 
etc. 

Q. —If there is a reliable hank at hand will not people keep their savings 
at the bank? 

A. —Somo of them at present, lend their money on mortgages fetching 
higher rates of interest than that allowed by the bunks. 

Q .—I wish to know where they keep their capital or savings before they 
could find more profitable propositions for investment? 

A. —Tf they have got facilities such as good batiks near at hand they will 
put it in banks. 

Q .—In what other ways are they keeping their savings now; are they 
locking it up in their tills or investing it in jewellery P 

A.—Very few people lock up money in chests and T think this helief that 
we are locking up very much in jewellery must be exploded at one time or 
another. I do not think there is much money that is locked up in jewellery, 
regard being bad to the position of the man, 

Q .—There must be a lot of savings in the City of Madras. What T 
want to know is whether all the people who have got spare cash send in their 
money to the bank as most people in other countries do. What arc the faci¬ 
lities that we could afford to these people? 

A.—In the first place I do not myself see any trace of a largo balance 
remaining with anybody. If so, it is either given in mortgages or converted 
into landed properties or lent to merchants. 

Q. —Do you think thaf locking up money in landed or house property 
which does not fetch reasonable rates of interest is advantageous to the 
community? 

A.—It is not advantageous to the community. But people seem to think 
it. i* preferable, this investment in landed property. 
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4*.—That perhaps in dua to want of banking facilities. If they bare got 
a good bunk near at hand do 30 u not think tliat they will put their money 
in fixed deposits there ? 

A. —Taking the bank deposit rate at 5 per cent, I do not think that land- 
oil properties fetch more than 4 per cent: still peoplo picier investment in 
landed property to putting money in bunks. 1 do not think this is duo to 
want of confidence in banks. Even if the Imperial Tiunk gives 5 per cent 
people will invest in landed properties and you cannot say that people have 
no confidence in the Imperial Bank. 

Q .—A Large number of people are investing tuonij in Government secu¬ 
rities because it is a safe deposit. Is it possibi" when tune is a big and strong 
bank in the country to divert more money to iixc.l dupn.its and thereby utilize 
that money for the benefit of the coinnnui'tv as a whole? 

.4.—l consider that such investment aie pul in Government securities 
are on account of trusts, properties of big estates, etc. 

(f .—But many vakils, merchants and others invest in Government secu¬ 
rities and ill tunes of need they get advances Irani banks on the security 
of these securities? 

. 1 .—I think they invest it with the idea that the price will go up. 

Q .—Granting that there are banking facilities in the country and that 
people would invest it 111 those banks, would you prefer .ioint-sloek banks or 
private individual bunks? 

.4.—JI the joint-stock banks are going to vvoik in the way 111 which they 
are doing at present I would prefer the private indigenous hanker. At 
present the joint-stock banks are bound by the rule ol the thumb. If the 
joint-stock hanks would to 11 certain extent relax their rules regarding joint 
signatures and all that then ( think they would be more lieueficient than 
private individual bankers. 

Q. —l)o you not think that il joint-stock bunks should justify their confi¬ 
dence their administration should lie more carefully checked? 

A .—1 have no idea that it is not now properly checked. 1 think there is 
proper supervision. 

(J .—By aliat department ol Government? 

A .—I think b.v the Registrar of Joint-stock Companies. 

Q .—Does the .Registrar of Joint-stock Companies exercise any supervision 
over the balance sheet or does he only record it merely ill his office? 

A .—I think they record it in their office and do not go in for meticulous 
interference. 

Q .—Do you think thut this exists in this Presidency only or all over 
India? 

A —I am not aware. 

Q .—From what class are they who exorcise this control recruited? 1 mean 
the Sub-Registrars and the Registrars? 

A.—They are recruited from graduates and law graduates and sometimes 
intermediates. 

Q. —Do you not think they are not well educated or trained in commercial 
practice of trade customs? 

A. —They have absolutely no idea of those. 

Q .—So you cannot expect that that class of officers to exorcise stricter 
control over the joint-stock banks far better than those who are conversant 
with commercial practice and trade customs? 

A.—In the flint place I should think that they have uo aptitude to under¬ 
stand the i-ommercial side of the matter. They are guided by the m!o of 
thumb. These men cannot sufficiently administer the section relating to 
fraud, liability of directors und safeguard the interests of the shareholders 
and depositors because they had not had the necessary training in those 
directions. 

Q .—Do you not therefore think that u separation ol the administration 
of the joint-stock companies from the Registration Department in this Presi¬ 
dency will conduce to greater confidence in joint-stock banks and the promo¬ 
tion of any commercial investment on the whole? 

A.—1 am not prepared to grant such a large thing to that legislation. I 
will certainly say* that it will lie more efficiently discharged if it is separated 
from the Registration Department. 



G_—Do you therefore admit that some reforms are required in that 
direction P 

A .—Ttefornifc are always welcome. 

Q .—Do yon know whether the commercial community ever approached the 
Government for that kind of reform? 

A. —I am not aware. 

(j .—You have been in the udvisor,v committee ot a hank ulthough it has 
become defunct now. Von know the conditions of joint-stock bunking. Do 
you think any extra safeguard is required to protect the interests of 
depositors ? 

A. —In a way 1 think the depositors tiro to lie protected against the possible 
mismanagement of the directorate. Now these directors are elected, i think 
there must lie some other system of election than mere majority votes. 

G-—What 1 mean is, we hear of the promotion ot certain spurious bunks 
and we hear also ot unexpected liquidations.. Snell things should be stopped P 
.•1.—Yes. 

Q .—Do you therefore think that these banks should lie brought under 
the control of the Government or to a central reserve bank, if it come-s into 
existence, in regard to their accounts and nature of business and so on? 

A .—That is true, hut my fear is such an arrangement will result in official¬ 
izing the whole thing. 

Q .—Do you not think that this checking by Government is goodP 
d.—It is not an umnixed blessing any way. 

Mr. TIioiiuik: What nliout the adequacy of reserves in banks? A if they 
adequate enough against the deposits received by the; bank? 

,1.—1 think they are enough. 

Mi. (IniHihi Union-. Do you think that there shoiicl lie an apex bunk? 
.4.—Yes. 

G —In that case these smaller bunks can la* made responsible to the :i|R-x 
bank in some way or other and what we want to find out is how' can wo 
bring out that co-ordination and control? 

.1.—Is it your idea that these smaller banks should deposit some amount 
in the resei-ve bank in the shape ot Government securities? 

G-—When these smaller banks become scheduled hunks to tlie i-eserve bank 
the latter will be helping them w ith money. Is there no necessity for 
rendering such lielpp 
A.—Yes. 

Q .—If such a thing is done the reserve hank will help the smaller banks 
in times of stress. Is it notP 
A. —Yes. 

G-—Such an arrangement will ulso uvoid the necessity of keeping too much 
liquid assets and also premature liquidation? 

A.—Yes. 

G-—At the same time do you not think that the reserve bank should not 
compete with the other banks? 

A.—Yes, they should not resort to that class of business which the joint- 
stock hanks are doing. * 

Q. —Do you think that the Imperial Bank which is considered to lie a 
central bonk now or acts as a central bank can duly perform that function 
or do you want a separate State bank to lie brought into existence? 

A.—I think that the Imperial Bank will at one time be converted into 
a State bank. 

Mr. Hearten-. If you make the Imperial Bank the State bank then what 
would become of the 160 and odd branches of the Imperial Bank? Do you 
think that most of them will be closed ? 

A.—If the Government withdraws its support then some of the unreu.u- 
nerative branches will hare to be closed down. But I think the head offices 
can act as reserve bank and the branches can do the same business that they 
are doing now even thoagh this means the change of the name of the head 
office or the branches. The head office can lie called the reserve bank and the 
branches can retain the name of the Imperial Bank. 



kr. (Ji/uaUi Aleiwii : If the imperial Bank is converted into the reserve 
bank it means that it will have to give up certain amount of business which 
they are now doing, is it not better that a separate institution is brought 
into existence which can have equal relationship with the Imperial^ Bank and 
the other joint-stock banks? 

.4.—tf the Government are going to institute another bank necessarily 
they have to withdraw the concessions granted to the Imperial Bunk and 
that means that the Imperial Bank will lose a lot of its'business. They have 
necessarily to restrict their activities. Then where docs the question of 
competition come inf 

g, —As you su gg est if the Imperial Bank is made the State Bank there 
may be immediate difficulty in finding other banking institutions to take up 
the business. That work is at present done )>,v the Imperial Bank? 

A. —If there is a gap left naturally it will soon be filled in. It will give 
riso to the formation ot so many joint-stock banks. 

g. —But that will take time. In the meantime there will be difficulty in 
finding an agency for financing those transactions which the Imperial Bank 
is doing now ? 

.4.—1 am not quite sure that the question of time is such a great difficulty, 

0. —Take it to be three years or fiv.e years P 

A. —I do not think the Government will withdraw its money in one day 
nor will the Imperial Hunk deliver it in a day. It will take time; that is, 
it can be done gradually and so there will be no immediate gap. 

g. —Bo you think that our temperament in the country is such that we 
will immediately stun organisations to fulfil the necessary functions? 

.1.—If it comes like that it is no question ol temperament at all; it is a 
question ot necessity. When you are stranded you will be compelled to do it. 
The reserve bank will be there to give you all help. 

g. —You think jieople will come forward to start more banks? 

.1.—l think so. 

Q ,.—What is the rate ol dividend some of these joint-stock bunks are de¬ 
claring now? 

.4.—From 9 to 12 |>er cent. 

Q .—You ulso know the rate of interest charged by the indigenous banks 
and money-lenders ? 

.4.—They charge much .more than the joint-stock banks and probably 1 make 
much more than 12 per cent. 

(J .—What would be the rate ol interest one would get without much risk? 

.1.—12 per cent. 

g .—Do you admit thut these high rates of interest have been a serious 
detriment to the trade and iudustry of this country? 

A. —Undoubtedly. 

y.—Because of thut you do not find much money flowing into industrial 
concerns P 

A. —That is one of the reasons. 

Q .—These high rates of interest will not be tolerated in such advanced 
countries like England and the United States of America. Is it not? 

A.—Yes. I am aware of the instance when the Bank of England rate 
was raised by l per cent there wus such commotion that the bank was 
compelled to reduce its rate within a fortnight whereas here the Imperial 
Bank stands stubliorn. 

Q .—Will it not take some time in India to bring down the rate of inter¬ 
est in order that joint-stock banks may be started at a rapid pace? 

A. —To-day 1 am not quite sure that the rate of interest is regulated by the 
mere question of supply and demand. You fix a certain rate, the imperial 
Bank fixes its rato and the indigenous banker has got his awn rates. How 
can you account for the fact that they have much capital and still have high 
rates of interestP 

J .—The difficulty is how to get the capital for starting new banks P 
.—You have to offer a higher rate or interest on deposits. 



U. —Do you think that the Multan is, Marwaris and other mdigctiotts 
bankers wifi start joint-stock banks and offer higher rates of interest on 
deposits f 

A.—-It is just possible. 

Q. —Is there any other way in which joint-stock banks can increase in 
the country ? 

A.—These high rates of interest cannot stand long. 

Q. —You think unless competition is created you cannot bring down the 
rates of interest? 

.4.—Yes. 

Q.—But the question is bow soon wo can create this competition? 

* A.—It all depends on organisation and work. 

? .—Will we got that commercial organisation? 

.—We cannot be doubting always. When once it is taken it is quite 

easy. 

Q .—Are you for restricting the investments of foreign insurance com¬ 
panies and exchange banks in India? Are you for laying down the lute that 
all the profits that they make should be invested in India atone? All their 
capital comes from outside India, their directorate is outside India but they 
take away the profits. Would you, therefore, impose any restrictions on their 
operations? 

A. —Certainly. If they want to do business in India'a certain amount of 
their capital niUHt lie in some Indian companies. 

Q.—'Will it not dejiend on the confidence that they have in those concerns? 
A .—Yes. 


(J .—Do you think they are not investing now? 

1.—1 do not think they are investing tlicir money in any Indian banks 
at any rate. 

Q .—That depends on the individual mind. J will not go and invest money 
in a bank in which 1 have no confidence? 

A .—Unfortunately unwillingness to invest money in Indian enterprise is 
always ascribed to the notion that we may have of the bank. Even now no 
have not been able to persuade the Government to allow municipalities to 
invest their money in the Indian Bank, but still we know that the Indian 
Bank is as reliable a bank os any other bank in India. 

0 .—So you want to impose some restriction? 

A.—Yes. 

Q .—The exchange banks have come here for a particular purpose, i.e., 
for financing international trade. India has got dealings with all parts ol 
the world and this international trade hus got to be financed. If you scare 
them away will it be possible to find substitutes immediately? 

A .—How can you scare them away? 


Q .—By imposing restrictions? 

1 .—I do not think they are so unbusinesslike as to resent reasonable 
restrictions. 


Q .—Is it possible to find out any way by which the surplus money that 
comes into India by way of balance of trade can be utilised for the benefit 
of the community as a whole? 

A .—If there is surplus money certainly it is possible to use it. 


Q .—The balance of trade is always in our favour? 

A.—Yes, I have been seeing it, but I do uot know in what shape it is 
reining, whether it is in acutal bullion or in some other shape. 


Q .—Now we are all agitating for rapid industrialisation of the country. Is 
it possible for us to find out a scheme by which this money could be drawn 
for the benefit of industries? 

A.—Unless we examine the tariff list, it is not possible to say anything 
with regard to industrial developments. It depends upon the way in which 
you levy your duties. Unless it is regulated it will not be possible for us to 
make some improvement in industries. 



Q ,—Ton therefore want to attract more money to industries by raising the 
tariff and to help the institution of Industrial banks to be started." 

A .—It is possible to improve the indigenous industries by giving protec¬ 
tion against foriegn trade. The consumers in the long run will be benefited. 

Mr. Ileartov : Do you think that further development of banking is 
required for agricultural and industrial purposes? Which has got the greater 
needP * _ 

A. —As at present it can only help the agriculturist. 

Q .—Can you suggest any other banking facilities for industrial concerns? 

.4.—In the first place there ure not many industries which require money. 

Q .—Is it not the case that a great many traders in Madras particularly the 
Clietti community invest their savings in lands and house properties? 

A. —It i> no doubt true that when people find some money as balance in 
their safes they invest it in landed properties. 

Q. —Does the merchant keep his capital fluid or trade beyond his fluid 
means? 

.1.—It a merchant lias got too much of his capital locked up permanent¬ 
ly in land he is apt to trade lieyond liis means 

Q .—Does it give prestige to he a land ownei ? 

4.—They would lend sums on landed piojiert.v or house property. 

Mr. Thomtin: Marwnris and Multanis lend money in Madras, do they not? 

A. —Indian mone\-lcndors invest their money in the landed property in 
Madras. 

— * 

Q. —Do indigenous hankers properly so called acquire land? T should have 
thought that merchants did so principally? 

.1.—All merchants. 


Q .—You know that exchange hanks take considerable amounts of deposits 
in India. Is that not a reason for exerting some local control over them? Are 
von aware that ill certain other parts of the Kmpire some of the exchange 
hanks are not even nllowed to open branches? 

A.—T am not aware. 


9-— Tn regard to joint-stock hanks yon sny that they look upon the Indian 
businessmen w ith suspicion and that they are not helpful to the local 
merchants? 

.4.—Why suspicious? I almost believe. 


Q .—What are the reasons for your lielief? 

A.—-W ith regard to foreign hanks they look upon the Tndinn businessmen 
with suspicion. They think that the Indian businessmen are not as straight¬ 
forward and honest as the European inerehants. They are very conservative 
ill their nature. In regal'd to Tudian bunks the complaint is that these hanks 
are started by persons who have amassed wealth and that -hey are not able to 
appreciate in what particular way they can accommodate businessmen. 

Q- —r* 0 .'on think that those banks should lend without the security of a 
joint signature? 

1.—rt is a known fact that these merchants have got more of land Sup¬ 
posing a merchant whose title deeds and landed property is worth about fifteen 
thousand rupees takes ten or fifteen thousand rupees on pro-notes reparable 
at tlm end of three months where is the difficulty for the Indian moner-lender 
to advance money? 


O .—But landed property is not a fluid investment? 

A —you arc actually having that property as a mortgage. You give a loan 
ol ten thousand rmiees to two persons who are businessmen on joint signature 
l r v 14 JP “ l»»rticu»«r «l a te. Tf the first person who had taken the 

nione.s cannot pay the money on the due date, tlie other one should pay it. 

security? 0 ” therefore that even double signature is not sufficient 

../df £*<* er Proler two signatures. There are merchants who will 

Zrdhants merohants have got their goods. It is possible for the 

^I^un^,^ML 4 ^ ,r k' tlf ‘, d# ? ds . and t V aise ,0 «w banks. The banka 
insist upon putting the board, It is considered to be derogatory. 
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Q ,—-What is the harm in putting their board? In return you get money 
at a low rate of interest? 

A.-r -It may be. When we can get money by other means without this 
•publicity, why should we go there? 

Q .—All the world over, particularly in commercial countries, we find loans 
being raised in that manner? 

A .—That is true. That kind of change has not come for the Indian. 
After all me must respect the prejudices of the country. I do not think we 
need go so far as that. Merchants are dealing more in documents than in 
cash. If it is a large amount that is involved, then perhaps we may take a 
different view. Supposing I have a lakh of rupees. J want twenty thousand 
rupees more. If f put a board 1 am creating an impression that it is mort¬ 
gaged to the bank. That impression must not lie created. 

Q .—Do yon think that facilities for internal trade are ample in this 
country P 

A. —They are getting restricted. 


Q .—What are the causes? 

A .—The question of shyness. 

Q .—Do you find difficulties in remittance of money P 

A. —They charge a high rate of interest on discounting hundis. 

Q. —Do you think that co-operative central hanks can undertake that work? 
A .—The co-operative central hanks can do. 


Q .—You are aware of the disparity of the Imperial Bank rate and the mar¬ 
ket rate for loans? How do you account for it? 

A. —The money-lender hrfs got it from the Imperial Bank. He has got 
his own restrictions to make his own profits. 


Q .—Is there any possibility of the middleman’s profit being reduced? 

A.—Provided the hanks deal directly with the merchants. It can he made 
fluid by insisting on payment on the due date. The Imperial Bank should l>e 
precluded. 


Q .—Do you think that the rules should be changed? 

A.—Yes. 

* 

Q .—Do you deal diiectly with the ryots who enltivnte chillies? Do you 
make advances to them? 

A.—Yes. 


Q .—On what stipulation do you give loans? 

A.—On receipt of railway receipts we give them money. 

0.—You do not give loans for cultivation purposes? 

A.—We used to give formerly. 

Q .—What interest do you charge on them? 

A.—12 per cent. 

Q .—T suppose your dealings are through the commission agents. Do they 
buy it on their own responsibility ? 

A.—They buy it on their own responsibility. 

Q .—They also lend? 

A.—They advance money to the i-yofcs even previous to the arrival of the 
goods. 

Q .—Do you think that there is any injustice in the matter to the ryot? 

A.—Now the ryot is conscious of all things. 

Q .—The ryots who took loans are bound to sell the produce to the lender 
and possibly at stipulated prices? 

A.—Hitherto all these things were existing. Even though the ryot has now 
become well informed he does not care. 

<?.—Have you examined the weights and measures used in the mofussil? 

A.—There is no cheating. 

9.—I know that cheating is taking place in certain places in the North? 

A.—No. 

Q .—What deduction do you make in the market price when you buy from 
the ryots? ( 

A.—All depends upon the market rate. If the market price is ft*. 100, T 
deduct Its. H and give it to the merchant for Us, 07. 
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Q .—At what price does the ultimate consumer of chillies buy? 

A.—By the time it reaches the consumer it would have increased by 10 per 
cent from the price at which it was originally sold at the place of production. 

J .—Excluding railway charges? 

.—Yes. 

Q .—Do you not think that there ik much disparity between the price that 
the cultivator gets and the price that the consumer pays? 

A.—There is about 10 per cent. This will go in the shape of commissions 
and profits to the intermediaries. L think 20 per cent is consumed by the 
railway companies. 

Q. —No other charges? 

A.—No. 

Q. —Is there any means oi reducing that disparity? 

A. —Except by the reduction of railway charges there arc no other means. 
Q .—Is there no way for the ryots to organize themselves and sell their pro¬ 
duce through co-operative societies? 

.1.—That is a fiction. They seem to think that they can do without nn 
intermediary man. I do not believe in it. For instance I will mention a case. 
Last week chillies weie dear in Madras. Then there was no possibility ot 
the middleman interfering. Then we got about 50 waggons ironi the Punjab 
and lowered the prices by Its. 45 per candy. What is after all that the 
Triplieane Urban Co-operative society is doing. It is necessary to borrow 
from tho place or the middleman here. They know that the price they have 
to pay at the plnec of production is rather higher than what they have to 
pay lor the middleman. The ryot is anxious to sec that Irs goods are soM 
away and to get hack Ins money. 

Q .—Do you not think that the corporation can do some help? 

A.—11 you shove out the middleman irom this harmless avocation wlmt is 
it. that >011 nro going to provide for him? 

0. —There is no industry to lean upon? Could he not become the 
producer ? 

A.—How could be? 


0 .—In your personal dealings, what kinds oi cheques do you use? 

A.—Very little ns compared to the cash transactions. 

Q .—Is there no means of increasing the cheque habit and thus making it 
serviceable? 

A .—The hanking hours ought to lie changed. There must be at least cer¬ 
tain branches open which work during mornings and evenings. We close our 
own shops and go an av at night. Banks close their doors ior receipts and 
deposits at ‘.S p.m. Some of us close only at 9 p.m. Wo do not get anything 
before 5 p.m. 

The Chairman: The staff must work very lute at night? 

A.—Yes. 


(The witness then withdrew.) 

The Committee adjourned to meet again at II n.m. on Tuesday, tho 28th 
January 1950 at Madura. 


31 
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Tuesdayi 28th January 1930. 
MADURA. 


Present : 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.htt., ph.i>. 

Mr. C. Gopala Menon, m.l.c. 

Mr. M. A. Muthiah Chettiyab, h.a. 

Klmn Bahadur V. Hameed Sultan Maricair Saiiib Bahadur. 


M.BJfty. O. B. M. M. 8. M. SEVAGA CHETTIYAB. alias 
MANICK A V AS AG AM CHETTIYAB, Chairman, Union Board, 
Devakottah, and M.RJly. T. A. R. C. T. ARUNACHALAM 
CHETTIYAB of Eandannr. 


Oral evidence. 

The Chairman : Mr. Maniekavasagam Clietliyar, you are Union Board 
Presideut, Devukottah, are you notP 
A.—Yes. 

O .—Are both oi you doing the same sort oi business? 

A.—(Mr. Arunachalam Chettijar) I am an agent ol the S.B M. firm in 
different places in Burma. 

S .—Where is your headquarters? 

.—Formerly in Mandalay and now in Rangoon. 

-Are you the local agent of that firm P 
-1 have got iny own business. 

Q .—You are not carrying on any business in Madura? 

A. —No. Only in Rangoon. 

Q .—Ts your headquarters here? 

A.—Yes. 

.—What is the nature of your bus incss P 
.—Banker. 

Q. —On what are you lending? 

A.—On personal security, promissory-notes, hundis, hypothecation, mort¬ 
gage,. against bills of exchange, title deeds as well as on stock-in-trade. 

Mr. Sevagam Chettiyar, is your business also the same thing? 

-Yes. 

—Where is your headquarters? 

.—At Sholavandan. 1 have got a branch in Malaya also. 

0.—Is your business primarily money-lending business? 

A.—1 am a banker. 

,—Are you trading P 
.—No. 

,—What does your business consist in? 

—Lending on hundis, promissory notes, hypothecation, mortgage, etc. 
.—For what purposes do you lend money? 

.—For trading, to merchants. 

—But principally for what? 

,—I lend to agriculturists also, 
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Q ,—Do you lend on paddy f 
A.—Yes. 

f .—At what rate of interest? 

.—15 per cent. 

Q .—It is a safe form of business, is it not? 

A,—It is a good business. It does good to so many of our people. 

Q .—Is it good for Nattukottai Ckettis only or for traders? 

A.—For trader’s. 


Q ,—Why is it that so many Chettis do more business in Burma and 
Muluyn, but not so much in Southern India? 

A.—Formerly we were doing much business hero but owing to difficulty 
in recovery of loans and persons declaring insolvency we have discontinued 
more or less our business here and extended our business there. There is 
ulso great complexity with regard to encumbrances, inheritance, etc., here. 

Q .—1 want to know what is exactly at the bottom of it? 

A.—The delay in getting decrees from the courts and in realizing the 
money in Southern India. 

U .—Do you get decrees as quickly in Burma as in Madras? 

.1.—Even without going to courts there is more chance of money being 
realized. 


Q .—Are the agriculturists more honest there and do they repay their dues 
more regularly? 

A .—The main point is that if you file a suit you can be sure of getting 
tho decree within six months or at the most within eight months you can 
realize the money, i know tit Southern India cases have taken ton years 
and sometimes even centuries to lw finally decided. Even in tho Muusifs’ 
Courts cases are generally decided not earlier than five years. 

V-—What is your ordinary lending rate in Southern India? 

A.—Mostly 9 i>er < 0111 , 12 per rent and 18 per rent. 1 11 very rare ruses 
only more than that is charged. It is only in cases where it will prove very 
difficult to recover the amount that we put u higher rate on the promissory 
note. When a case is taken to court only C per cent is allowed from the date 
of institution of the suit to the dute of realization. Formerly judges wore 
allowing that rate of interest from the date of institution to the date of 
decree. Now-a-days the courts allow interest at 6 per cent for the wholo 
tiuio and it sometimes takes even five years to realize the amount. Another 
handicap is that no compound interest is allowed. 

V-—J suggest that tho reason why you are increasing your business there 
ill Burma and decreasing it hero is that there you get a higher rate of inter* 
est than here. That ib the reason why you transfer your business from here 
to Burma? 

A.—That is not the reason. There we realize our money more easily and 
so our money rolls more quickly. Wo do not charge more interest. 1 my¬ 
self have lent money at 6 } per cent interest on good security in Burma, 
against security of title deeds. 

<?.—For what period? 

A.—12 months. 


.—On what terms? 

..—Interest to be paid monthly. 


O .—Is tho amount to bo repaid in monthly instalments? 

A.—No. interest is to be paid monthly and the principal at the end of 
12 months. 

Jb—You are not talking of the kandu system? 

S .—What about the kandu system? 

•—That is only a very small proportion. Wo lend say Rs. 100 at 1 
per cent per month for three months. We deduct the interest say Rs. 3 and 
the principal can be repaid in monthly instalments or even weekly. 


Q ,—You lend Its. 100 repayable in 10 monthly instalments and the inter¬ 
est of Us. 10 is deducted and you pay the man Us. 90, and he executes a 
pro-note for Us. 100. He repays the amount in monthly instalments of 

ti sa tin * it. i 1 x. _ r • j._■ xl j. _a 




4.—It will come to about 19 per cent. 

Q. —If you lend at 12 per cent and 12 instalments? 

A. —When it is 12 months we get 24 per cent interest. When the period 
is long the interest may be high. But nobody will borrow large sums in that 
way. 

Q .—If you lend Us. 100 to be repaid at the rate of a rupee a day for 100 
days how much do you deduct in the first place? 

A. —We deduct Us. 3-5-4 and hand over the man Us. 96-10-8. But tho 
amount that is lent like that is very small. Such shops arc called kisti shops 
or thavanai simps. Big firms do not do such business. Shops having good 
reputation do not transact such business. The maximum a man can lend like 
that will bo lls. 10,000 and even for that amount, for keeping the accounts 
of ull the constituents he would require about 100 clerks. 

Q .—Do you lend to agriculturists ou the ktmdu system? 

A.— No. 

O .—How do you transmit your money to Burma? 

A .—We send by telegraphic transfers through the Imperial Bank ol' India, 
or the exchange banks. If the amount is Us. 2 lakhs or more from the 
Accountant-General we get drafts, if it is less we go to tho Imperial Bank 
or the exchange banks. When L was in Burma 1 had accounts with tho 
National Bank, Bombay, and the Chartered Bank, Calcuttu, and 1 was selling 
telegraphic transfei-b on them. 

Q. —Ou what terms? 

.1.—If I get from the Accountant-General at one anna i charge one anna 
and one pie or one anna and two pics and sometimes even one and ono-fourth 
uunas. if it is a big sum 1 charge only one pic more. 

0 .—How do you send your money through the Accountant-General ? 

.4.—Some traders may come to me and say that they want T.T. from 
Burma to Calcutta or Bombay for say Its. 10,000 or Us. 20,000 nml thus 1 
sell to those merchants. When the amount conies to two lakhs wo go to tho 
Accountant-General or the Imperial Bank or the National Bank. II it is 
transferred through tho Accountant-General I instruct the banks to receive 
the money from the Accountant-General. Tho oxchange hanks do not sell al¬ 
ways, but only when they want. Bo also the Imperial Bank. Jf those 
banks quote a higher rate then l go to the Accountant-General. 

Mr. Copalu Mown : Is the Accountant-General prepared to give you a 
T.T. ulways? 

A. —Yes, always. The Imperial Bank sometimes refuses to give and then 
you can go to tho Accountant-General. 


2 .-uou ww sue auvuuuwutruouoi m tuai^v I 

.—Formerly he churged one anna for Calcutta and Bombay. 

Q .—At what rate do you get from the Post Office. You can semi tele¬ 
graphic orders through the Post office? 

4.—No. They charge Re. 1 per cent plus telegram expenses. We will 
have to pay the cost of tho telegram and money-ordar commission. 

Q .—Is there no other means of transferring money for your own expenses? 
How do you obtain fund-, for your business in Burma? 

4.—I sell telegraphic transfers on my own account. I sell to my consti- ' 
tuonts Us. 10,000. Rs. 20,000, etc., and when it lias accumulated and comes 
to Rs. 2 lakhs then I get through the Accountant-General u T.T. I am 
selling for credit and I get cash. 

Mr. Muthiah Vhettii/ar: Now tho Chettiyars arc here. Their shops are 
in Burma. How do they got money for their expenses? 

A .—Wo can draw hundis from here on our firms. We can also issue 
demand drafts. 


The Chairman: Hundis on whom? 

4.—-On our own firms or on adathis. 

X .—Who is an adathiP 
.—An adathi is a commission agent. 
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U .—So you draw on commission agents in Burma ? 
A. —Yes, or on commission agents in Bombay, Galcutt 


tta or Madras. 

Q .—What do you do with that hundi as soon as it >‘s drawn? 

A .—1 hand over the hundi to anyone who has got money and wants to remit 
it to Burma. Sometimes 1 am able to sell that hundi tor par, sometimes ut 
a discount locally. Finally the Jiundi is sent to Burma for collection. Every 
party who has got my hundi, either can resell it or eau send it for collection. 

Q. —On whom do you draw the hundi generally? What is your ordinary 
procedure? 

A. —I draw the huudi iu favour of the man who has paid me money 
locally. 

Mr. Copula Menun : You have given Iwo or three alternatives. On whom 
do you draw the hundi generally? 

.1,—On our agent iu Burma. 1 then discount that hundi locally and get 
cash. Sometimes l get a small premium also when discounting that hundi. 
Sometimes even the banks pay premium. For instance ii i have a hundi for 
Us. 100 then L may lx) able to get Us. 100-1-6. 

The Chairman: Mr. Scvaga Chettiyar, do you agree with what all he has 
said? 

A. —Yes, I agree. They are all correct. 

IjJ. —Those hundis that you draw are purely accommodation liundis. They 
do not represent any transaction. Is that so? 

A .—A business hundi is also the same. 

Q .—Ordinarily these hundis that you draw to put you in funds in tlio 
Uamuad district arc simply accommodation hundis und not trade liundis. 
Is that not so? 

A. —11 1 require money in Madras 1 may draw a hundi, a sight hundi or 
a demand huudi or a 90 days’ sight huudi on Calcutta or Bombay according 
to demand. 

Q .—But we arc talking here about ouc class ol hundis where you require 
funds for your headquarters? 

.1.—Even for headquarters one firm may require money and there may be 
another that may want to send money. We can get money from those linns. 

Q .—Ordinarily is it not an accommodation hundi? 

A. —Yes, it is an accommodation huudi for business. 

Mr. Thomas: You cash the hundi lor remittance of money from Burma 
lo India. Y’ou want money hero in India and when you discount that huudi 
you get it. Js it not so? 

4.—Yes, if 1 require money I draw a hundi on my firm and discount it 
with banks or others requiring to remit money to Burma. 

The Chairman: Do you help other people and give them money by writ¬ 
ing hundis? 

d.—Ycs. 

0.—Cheque and demand hundis make no difference at all? 

.1.—Interest hundi is quite different. Even now if 1 require money J may 
draw a cheque on the bunks. 1 may ask my agent at Kaugbon to remit and to 
place it on my account. 

Mr. Thomas: What is an udutlu business? 

4.—He is just like a commission agent. Supposing a man in Federated 
Malay Stutcs wants to get money lie has got his agent who draw's hundis 
and cashes them here. Ho himself may usk him to send it to the drawer. 
Ho may pay. 

Q .—What is the necessity for an adathi? 

A .—Adathi may send liis instructions. He is a paid agent. 

The Chairman : What forms the bulk of your business? Is it ou security 
of land for agricultural purposes? 

A. —Yes. 

<?.—You do much business on other forms of security such as pledges of 
jewels and other things.? 

A. —I have no personal business in South India and Burma. 1 get security 
on stock-in-trade as pledges of goods and other valuable precious stones and 
other securities. 



Q .—Do they do other business? 

ii.—Yes. 

Q ,—Do you lend money for other businesses besides financing the agricul¬ 
turist? 

A .—We help and finance the agriculturist. 

Q .—Practically the whole of your business is that? 

A.—We lend money on promissory notes. 

J .—Is the principal business to lend on land? 

.—No. 


f .—The bulk of your business is not giving loans to ugriculture? 
.—Only on promissory notes. 

J .—The bulk of your business is on promissory notes? 

.—Yes. 


J .—What is the purpose? 

.—For agricultural purposes, for buying cuttle, seeds and making earth¬ 
work, etc. 

Q.—How much land have you !>ought in Burma? 

A .—1 have got some lands. 

Q .—How much? 

A .—He has got lauds worth about ten thousund rupees front his clients 
in Sholavundan. 


O .—Have you got any land in Burma? 

/I.—Only a few thousand. 

0 .—Many of the Chcttis in Burma have got much land? 
A. —Not much. 


Mr. Thomas: Do you know anything about the Chcttis ill Ceylon? 
A.—No. 


The Chuirman : What is the nature of uduthi shops in Madras? 

A. —They pay deposits in current accounts und in fixed deposits. 

<J .—Who does it? 

A. —Our people. 

Q .—You say tliut the Chcttis have got business iu Federated Muluy 
States ? 

A.— Yes. 

0 .—Some of them have got udathi shops in Madras also? 

A. —No. The firms existing in Madras may do adathi business. 

0. —What business do they do in adathi shops especially at Madras? 

A.—Buying liundis drawn by the Malay States people and from other 
countries in different business transactions as well as lor their own firms and 
remitting money. 

Mr. dojiala Mr,von: What business is generally done in tlic shops? 

A. —Besides adathi business they arc drawing hundis. 


O .—Who is an agent and what docs he do? 

A.—Supposing A lias got a business firm in Madras. Supposing there is a 
firm in South India he may draw from Federated Malay States other liundis. 
The other from Burma may also draw a hundi. If you draw money against 
that hundi, ho may remit money to meet the payment. He may bo allowed 
to givo a certain amount as credit to meet the payment. According to 
previous arrangements he may draw hundis on his own shop. 

0 .—Do all these people draw on Madras P 

A.—They can draw either on Madras or Rangoon or any other plaee 
according to the arrangements they make. It is not necessary that their own 
firms should be in existence there at the places on which they draw. 


Q ,—When these hundis arc met is not a small commission provided for 
the person doing adathi business? 

A. —Yes. When the hundi is sighted by him he may pay the amount and 
debit it. The commission is calculated once in every six months when the 
accounts are closed. 
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The Chairman : I suppose that the Nattukottai Chettis do not do much 
hundi business. Do they? 

A. —They have got a different kind of hundi business. 

Q .—Do not the Nattukottai Chettis do a very big business in hundisp 

A.—They do. For lakhs and lakhs of rupees they may draw hundis. 

Q .—=They may. But do they do very much business compared with tho 
MarwarisP 

A. —They do business in hundis better than tho Marwaris. 

0. —Have they much business in Southern India? 

A —Only in Madras they con lie said to have much business but not so in 
tho other places in the Madras Presidency. 

Mr. Ham red Sultan. Marirair: Are they having much business in Mndrns 
only now or even lief ore had they much business? 

A .—Now us before thg.y are having much business in Madras. But in the 
other places there is not much opportunity ior tho Chettis to do large 
business. 

Thr Chairman : You said that the Chettis are dealing in a special kind of 
hundis. Are they hundis that carry current interest at nadappu? 

4.—Yes. 

Q .—They are peculiar to tho Nnttnkottni Chettis. Are they not? 

A.— Yes. 


Mr. Muthinh Chrftiyar-.TIo other people also use them? 

A.—Yes. 

7/ic ('ha'iiman : Am I right in saying that nadappn interest hundi is 
particularly confined to the Nattukottai Chettis? 

A.—There are some others who are doing that. But very much is being 
dono by the Nattukottai Chettis while only a very small portion is attended 
to by other classes of people. The hitter will come to only 1 per cent. 

Mr. Copula Mnwii: From which source do you get- tho cnpitnl for your 
business? Is it your own money that you use? 

A.—We are carrying on business mostly with our own capital and some¬ 
times with the money of our community peoplo which will he in the form oF 
deposits with us and with n small amount which if necessity arises will he 
borrowed from the hanks. 

().—-Ts the business carried on with deposits only or do you borrow and 
do business with borrowed capital also? 

4.—Wo borrow only from the hanks when we require. 

P- Vou told the Chairman a little while ago that some are doing money- 
lending business and some are doing banking business. Will you tell u* 
the difference between the money-lender and the banker? 

4. —Some are doing money-lending business and these peoplo do not receive 
deposits. Tt is only when they do business with their own capital and the 
money with them ns deposits that they can be said to lie bankers. The 
money-lender merely lends money but does not do business by way of remit¬ 
tance and discounting which the hanker does. 

Q -—Do you get money from your relations also? 

A.—We get money from them also as deposits. 

<?•—Which, forms the major portion—your own capital, the deposits from 
your relations or the deposits from the others? 

A.—If the capital is not much, the depositors will not deposit much either. 

(}.—At what rates do you borrow from your relations? 

A.—At the nadappu rate or an anna less. 

0.—From the others who are not Nattukottai Chettis? 

A.—At the same rate. There is not much of difference. 


P.—In the case of the ordinary banker what proportion will the borrowed 
capital bear to his own capital? 

W he is worth Rs. one lakh, his debts will amount to Rs. 10,000. 


doposits?° W n ’ UC}l ° f !t wiH 1,6 on r ” rrent deposits and how much on fixed 

, f-~T heTe w ,’" no fl xed deposits from outside if he is not worth a great 
deal and even he will not go asking for fixed deposits. 
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Q. —Then your taking deposits is not the rule but is only the exceptionP 

a. —Yes. 

Q. — But all the banks take deposits. I mean the Chartered Bank, the 
National Bank and the Indian Bank. You say that you are not prepared to 
take deposits always but that you take them only as an exception. Is that 
sop 

A.—The banks that you mentioned take deposits only at 3 or 4 per cent 
and they are prepared to take deposits if available. But we could not get 
such deposits. 

O .—What is the rate of interest that you give on fixed depositsP 

A. —The nndnppu rate which depends on the agreement among the mem¬ 
bers of our coiiiinnnity and that is that the interest should not he less than 
(1 per cent and should not be more than 12 per cent. There may lie n margin 
of an anna or half an anna. 

Q .—You do not take large amounts as deposits and you also refuse 
deposits. Is that soP 

A. —We will not tako deposits unless wo require. 

Q. —Are you taking deposits proportionate to the capital that is your own P 

A. —No, not at all. 

Q .—But as regards the hanker is it not his duty to take deposits also? 

A.—Some may carry on business with their own capital. 

Q. —You say that even hankers take deposits only when they require? 

A .—Yes. 

(J .—So it is only nn except ion if thev take deposits? 

A.— Yes. 


Q .—When you grant loans do you always insist nn taking securities? 

A. —No. Mostly wo make clear advances. 

Q .—What is the nature of the securities that you may take? 

A.—Pledge of jewels, mortgage of lands, usufructuary mortgage, pledge 
of goods, house property, etc. 

Q. —To which class of people do you generally grant loans? 

A.—Particularly to the agriculturists and the traders. 

Q .—Do you give loans to the very small agriculturists? 

A. —No. The small agriculturists will not eotnc to us. 

Q. —So, you give only to landed proprietors, such ns mirasidnrs and 
zamindars? 

A. —We give to mirasidars hut not to the zamindars as the Impartiable 
Act is in force. 

Q. —Do you generally borrow both from the Imperial Bank and from 
the joint-stock companies? 

A. —Yes. 

Q .—You use the money so raised for the purpose of helping trade here 
and elsewhere. Ts it not so? 

A. —We raise the money that we may require only locally as for instance 
if we require money in Burma we will raise the money there only. 

Q .—When you borrow money, are you utilising that money for helping the 
traders or do you use the money to help the agriculturists? 

A. —For the use of both. 


Q ,—What are the different kinds of hundis that you use? 

A. —Demand hundis and sight hundis. 

Q ,—Are there no nadappu hundis? 

A. —Demand hundis and nadappu hundis do not make much difference 
except that in the case of the nadappu hundis the interest that is payable 
in mentioned on the hundis themselves. 


Q .—Is there not a vaddi hundi in which you say that after so many 
days interest at a particular rate will be charged? 

A. —Yes. 
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l.—What are the different Forms of tavanai hundis? 

..—“ DO days or 60 days after sight pay to so and so 1 

tavanai hundi. 


is tho form of a 



3.—Is that against goods or dear loans P 
l.—-We are drawing dear. We are drawing without security. 

—In the case of goods P 

-Then we are sending our consignment receipt by ft.A. 

Q .—That is only in the case of a bill of exchange? 

I.—Yes. 

Q. —Do you take any guarantee in the case of the hundis? Is there any 
form in which a guarantee is taken, such as a temporary or a permanent 
guaranteeP * 

A.—There is no permanent guarantee. 

Q .—Do you know the system prevalent in MaduraP 

I.—Yea. 

Q .—Is there any such system in which the guarantee form is either tempo¬ 
rary or permanent? * 

A.—We do not have anything to do with it; but probably the traders they 
have something to do with it. 

I.—Do the Marwaris and the sowcai-R do itP 
.—They never do. 

3.—Professional money-lenders P 
-Not that I know of. 

Q .—Is there in addition to the temporary or permanent agreement any 
consideration form attached P 

A. —No. 

—Are you in the habit of rediscounting such hnndisP 
-Rediscounting is the principal thing for us. 

Q. —May 1 know the rates at which you rediscountP With whom do 
you rediscount? 

.4.—Formerly some Multanis were allowed at the official rat© of hanks 
but we are not allowed in Madras. 

-Anyhow you are rediscounting with the Imperial Bank? 
i. —We are doing that but we are not allowed the same rates that are 
allowed to the other banks. 

0.—So you say that you have not got facilities for rediscounting? 

A.—Yes, we have not got those facilities which the sowcars and shroffs 
have. 

Q. —Are you sure about it? 

A.—That is the ease in Bombay and Calcutta. I am not sure of what is 
the case with Madras. 

0.—Do you want any further facilities? 

A.—We want only that the bank rates should be allowed to us also. 

Q, —Do you lend money on promissory notes? 

A.—Yes; that was the principal business of our community. 

0. —Do you draw bills of exchange, both inland bills and foreign bills? 

A .—Yes. 

Q .—How many kinds of bills are there in existence among your class of 
hankers P 

A.—Bills of exchange against the consignment of goods and against ship¬ 
ment. "* *• 

0.—Who draws these bills? Do you yourself draw for goods shipped ta 
F.M.8. or to Rangoon? 

A.—We are drawing ourselves. 

Q .—Do you also tnko the bills of others which are sent te you for 
collection P 

A.—Yes and also the bills sent by our branches. 

O.—Along with the bills what documents do you take? 

A.—Shipment bill of lading. 

Q .—Do you see that the goods are insured and that the insurance certi¬ 
ficate* are attached? 

A.— First they are taking the delivery orders and after shipping they 
get the hill of lading and they give the bill of lading as well as the huitdi. 


t 
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0.—Then do you insist on getting the insurance certificate P 

2,—Yes. Formerly the people were shipping their goods in certain ships 
and they were giving the bills of lading to ns and borrowed money. And 
when the boat calls at the destination we would get that amount. But now 
we are askin g them to insure because their goods are shipped in steamers, 
as otherwise Toss may result. 

p.—When you take the bills from those who have shipped from here do 
you allow them money here or only take that for collection? 

A.—Unless we find why should we give the money? I do not find any 
necessity. • 

Q.—In such cases do you take also a letter of hypothecation? 

A.—Yes. 


Q ,—So you get not only the bill but also the letter of hypothecation. Is 
that not so? 

A .—It is difficult to get the letter of hypothecation now. Formerly we 
used to take the letter of hypothecation. But now they say that documents 
should be written for the pledge. 

Q .—Are you not allowed to take a pledge of the goods in the shape of 
hypothecation letters? 

A.—Yes. 

O. —What is vour opinion with regard to the scale of stamp duty on 
bills? 

A.—It is very heavy. 

p.—What is the stamp duty now? 

A.—One and a half annas for every hundred. 

P. —Is that the stamp duty on inland hills P 

A.—Formerly it was one anna and now it has been increased lo 1J annas. 

P.—In F.M.8. and the Straits what is the duty? 

A .—T do not remember that. 


p.—Do you want a reduction in the stamp duty to facilitate your 
business? 

A.—Yes. Stamps for mortgages too should be reduced. 

Q —When we ask for reduction the Government is sure to ask us how this 
reduction is going to be made upP 

A.—If the stamp duty is reduced there will be more business. 


S .—You want only a reduction of the existing stamp duty and not its 
abolition ? 

A .—I want only that the duty should be reduced. 


P-—You told the Chairman that you are doing business outside the Madras 
Presidency, that the business in the Madras Presidency is very small and 
that you have developed your business in the Straits. Ts that not? 

A .—Not exactly so. Here also we have got business, but we have got 
more business in Burma. 


_ ” P-—You say you have more difficulties in recovering the outstandings 
in the Madras Presidency than in other parts P 
A.—Yes. 


P.—You say that there is less insolvency in other parts than here? 

A.—Yes. Hie procedure is also different. The insolvency rules in other 
parts are more favourable to the creditors than here. In Madras whon an 
order of adjudication is got, the creditor gets nothing. It is not so there. 

P-—You also said that even when a decree is obtained, you are allowed 
only 6 per cent in this Presidency? 

A.—Yes, from the dote of institution of suit till the date of decree. 

0.—Does not that practice prevail in Burma also? 

A.—Not at all. From the date of the institution of the suit to the date 
of decree they are allowing even 9 per cent. 

, —Are you doing a lot of business by transmitting monev from this 

place to other places? 

A.-Yes, 
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Q .—Do you very often get from the Accountant-General transfer ortW 
Ut more favourable rates of interest than the Imperial Bank or other ex¬ 
change banks? 

A.—We go to the Accountant-General's Office only when the bank 
refuses. 

Q, —You say that the Accountant-General’s office is alwayB prepared to 
help you in your business ? 

A.—Yes, but there are certain restrictions in the Accountant-General’s 
Office. In Madras the Accountant-General issues treasury bills only if the 
amount exceeds two lakhs. That is not the case with other banks. They 
issue bills for any amount. 

I.—What is the general difference of rate between these two? 

L.—They are now-a-days practically the same. There was some differ¬ 
ence some time hack. The Imperial Bank was always charging a little more 
than the Accountant-General. Now that both are equal, we are not going 
to the Accountant-General at all. 

Q .—Do you therefore think that the Accountant-General may stop this 
business, when the exchange banks and the Imperial Bank are prepared to 
do that business? 

A. —If there is no difference between the rates, J think there is no need 
for the Accountant-General to do this business at all. 

Q .—I may, however, tell you what the Accountant-General does in this 
matter. He has to remit money through the treasuries from Lndia to England. 
The Secretary of State or the High Commissioner draws bills on the different 
treasuries in Bombay, Calcutta,. Madras and Karachi. Very often the amount 
is drawn by the Secretary of State. If in Calcutta there is not enough 
demand to meet the drafts, but there is supply from Madras and Bombay. 
-The Accountant-General in Madras is therefore authorised to do that busi¬ 
ness. 1 want to know whether you are of opinion that the Imperial Bank 
and its branches can handle the business more efficiently than the Accountant- 
General ? 

A. —Certainly, it will be more helpful if the Imperial takes up the 
business. 

(J .—1 wunt to know whether the treasuries are ulso purchasing and sell¬ 
ing Government securities now? 

/l.—Yes, they are also dealing in Government securities. 

-Is not the Imperial Bunk also doing that? 

-Yes. 

Q. —Do you not think that it is unnecessary that these two functionaries 
should do the same business side by side? 

A;—1 think tho Imperial Bank is more convenient. Banks ore always more 
convenient than Government offices. 

Q .—Do you think that the commission charged by the Imperial Bank is 
reasonable? 

A.—It is reasonable. They are charging two annas for less than Ilupees 
10,(100 and for more than 10,000 they charge one anna only. 

Q. —You have therefore nothing to complain about the commission 
charged by the Imperial Bank? 

A.—Yes, I have no complaint to make. 

Q .—You said that you are remitting hundis to the Federated Malay 
States and Burma. May 1 know the rate at which you are selling the hundis? 
Are there differential rates to Rangoon and Malay States, etc.? 

A .—If it is inland business, wc may get at the most 4 anna per cent, 
lu exchange we may get i per cent. 

Q.—1 am told it is four annas per cent. Is it so? 

A.—Owing to competition it has come down to J anna per cent. Some¬ 
times it comes down to f anna per cent also. 

0.—What is the rate in Federated Malay States? 

A.—Ordinarily one anna per cent and two annas per cent at the most. 

J .—What do you charge on bills of exchange? 

.—One per cent over the official rates. Formerly we were charging 2 
per cent. 



Who* yam Wad money here, is it wmal for you to get two sigtuturte 

ay owe MgMftww edy f 

A. —We are lending on open aooounts. We do not take any signature 
At «M. 

Q .—Do you think there is any competition between your business in the 
matter of remittances or in other ways with other banks, Buoh as the ex* 
change banks or the Indian Bank or the imperial Bank]’ 

A. — All are doing all kinds of business. There is no competition between 
any ef them. I think there is ample room for business. 

Mr. Mathiah Chettiyar: Are you keeping your accounts in cadjan leaves 
or in books? 

A .—About 90 per cent of our accounts are maintained in bosks only. 

Q .—It is said that the overhead charges of Chettiyars are very low. Have 
yon got to say anything about that? 

A .—It has now risen higher. 


Q .—Tou say it has increased, if so, what is the percentage of increase 
during the past 16 years? 

A. —i can say, it has-even doubled itself. 

O .—Do the Chettiyars employ non-Chettiyurs also as agents? 

A .—In very few eases, they do. The percentage may be about 5 por cent. 

Mr. Thomat: Are they trained men? 

A.—They are not educated, but they are well experienced in business. 

Mr. Mvthiak Cktttiyar: Have you aon-Chettiyars as assistants. Are they 
in large numbers? 

A. —Mostly the assistants are non-Chettiyars. 

Q .—What will be the total money put in business by Chettiyars in India, 
Burma, Ceylon and Strait Settlements? Are they also locking up their 
wealth in faise-property or jewellery, etc.? 

A .—They do business mainly out of their own funds. The total amount 
of money we have invested in busmens will be about 80 to 90 crores in cash; 
our landed property will be between 15 to 20 crores, including houses. The 
amount put in jewels will be three to four crores. 

0 .—What is the amount of non-Chettiyar borrowed capital? 

A.—About 15 crores of rupees. 

Q .—Does this include also your firms in the Federated Malay States, 
lndo-China, etc.? 

A.—Yes, everywhere. 


The Chairman.-. Where do you get the figures from? 

A.—Every year we are getting a list showing the amount of business car* 
ried on in different parts of India by Chettiyars. From that list we can 
know the total amount of our capital, invested in business. 

O .—Who compiles that list? 

4<—The list is prepared by our own community. It is prepared for the 
purpose of collecting subscriptions from various Chettiyars in connexion 
with the Mahema festival, and the subscription levied depends on the 
amount of business dose by each individual. From that we can get these 
figures. 

J .—To whom do you pay the subscription? 

.—We see collecting the subscriptions ourselves and spend it on the 
festival day. 


—Do you mean your community P If so, how can a community as a 
collect the subscriptions ? 

A.—We have got an association in Madras. They generally convene a 
meeting once a year, fix the rate to be collected front all Chettiyars on the 
basis of their business and appoint somebody locally to collect the subscrip¬ 
tions. 


Mr. Muthiah Chettiyar : You say that you appoint somebody to do the 

business? 

A.—Yes, each month we are having a person to manage the business. 


Q.—-Who puts all these figures together P 
A.—Our own community. 
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Q .—Tlie community at- a whole cannot cowpib all these figure*. Tberfe 
must be an office or something of that sort and there must be sumo person 
appointed for the purpose of collecting such statistics. Have you any such 
cel* 

A.—Yes, we have. 

.—You say you are collecting the Maliemu, when do you collect it r" 

,—At the time of the festival. 

J .—How do you collect it? 

l.—1 said that one of the C'hettiyars will- be appointed for the purpo.->e 
and he will collect the amount. 

Q .—On what basis? 

A.—On the basis of their outturn of business. They charge a certain 
amount as Mahenia on certain thousands of rufiees business. 

U .—Is it on the total turn-over oi your business? 

A.—On the capital invested. 

0.—Are they preparing the lists for even villages? 

A.—Certainly, for villages too they prepare a list of subscriptions. Meet¬ 
ings are also arranged in towns where the nearest villagers used to attend 
and give such statistics as are required of them. With these town people 
the central office at Madras communicates and gathers all information. From 
the information published hy the central office, we can gather these figures. 
(J .—Is there any possibility of getting similar information for Burma? 
A.—Only approximately we can get. The list comes every year from 
llunna. 

■ij .—You say you have not worked out the iigures from u tegular list of 
subscribers. How- do you get the figures then? 

A.—My information is based on my conversation with our people in Burma 
and it is apt to be only approximate. We talk with the various Chcttis in 
different parts of India and on such information only my figures ate based. 

Q.—Could you say that the borrowed capital of Chettiyars is 50 per cent 
of their capital? 

A.—No, 1 said about 15 per cent. Sometimes even less. 

? .—Does it include deposits also? 

.—Yes, but it does not include our own deposits. 

Q.—How much will be your own deposits? 

A.—Jt is not possible to say that. But 1 can only say that the public- 
deposits will not be more than 15 per cent. 

Q .—Could you at least say approximately the amount of your own money 
invested in your business? 

A.—Roughly about one-fourth of the whole amount. 

<f .—That works up to 40 per cent of Chettiyars’ owu money in their 
capita). Is it not? 

’ A.—Yes. 

(j>.-—What will lie the yield to the Chettiyars by way of interest on the 
capital ? 

A.—So far an I understand from the actual practice here, 1 may say that 
nobody well get more than 9 per cent on the average. 

Q. —It is said that Chettiyar’B capital doubles itself in five or four years. 
Is it so? 

A.^—Never, it might huve lieen possible in rare cases, but that too is not 
nowadays possible. 

}.—In how many years will it double itself? 

L—In eight years if the rate of interest charged is 9 per cent. 

Q .—It is said in a report some years ago that the total of the wealth of 
Chettiyars was Rs. 10 crores in 1790. Now you say the Chettiyars’ wealth 
ia about 80 to 90 crores. if your average rate is 9 per cent, you should 
have now about Ha. 160 crores. But you say that the Chettiyars’ wealth at 
-present is only 80 to 90 crores. Can you account for the difference? 

A,—1 may say that about 70 crores of rupees have been spent in various 
ways. There have been various expenses, by way of house-building, mar¬ 
riages, etc. Moreover 'we are not getting always 9 per cent on oar- moneys. 
Sometimes we get lees than 9 per cent also. 



Q, —j)o you know anything about the oil companies started by MoHrard 
and Indo-Burma Company P 

A.— I was there only at that time. The Chettis own shares m that com¬ 
pany. Some of the Chettiyars speculated and they spoiled themselves. 

Q .—How many Chettiyars have been spoiled? 

X.—On the whole about eight firms have been spoiled. 

Q .—It is said that Chettiyars made much money out of that. Is it true? 
A.—Not at all. They have, on the other hand, lost a good deal. 


Q.—Do you know who were the shareholders? 

A.—M.L.R.M.A., M.L.L.A., R.M.V.R.M.V., etc., I know that some 
banks also have lost heavily in that speculation. 

Q .—Do the Chettis own rubber estates in Malaya? 

A.—When the Chettis do not reuliae the amount they had invested they 
are taking the estates. Then they disjmse them off when any offer comes. 


Q .—‘From whom do they get the shares? 

A.—From China and European planters. 

Q .—Do the Chettis make large profits when they sell them back? 

A.—Not very mneh. Some oi the Chettis have done very large business 
but they have lost something also. 


Q .—It is said that they bought at Rs. 100 per acre and sold at Rs. 1,000. 
Is that true? 

A.—No. It is not true. They purchased at the rate of Rs. 600 per acre. 


Mr. Thomas: Suppose an estnte came into a C'hetti’s hands in 1806. 
Suppose he sold it in 1025-26 when the value ot the estate had risen high. 
Do you not think that he would naturally get a very good profit? 

A.—Yes, but the expenses to lie incurred in the meantime are very heavy. 
During and after the war the price had risen, but l>eiore that all the people 
left the estate entirely with the Chettis. During that time wo had good 
profits, but not afterwards. 

Mr. Muthiah Chettiyar: You said that they had purchased the land at 
11s. 600 per acre. Do you know at what rate they sold it? 

A.—Somebody sold it at Rs. 1,000 per acre. 

The Chairman: Have you personal knowledge of any particular transaction? 
A.—Yes. 


O.—Did you buy any land yourself in the rubber estate? 

A.—No. 

Mr. Muthiah Chettiyar: Do the Chettis do large business in rice in Ceylon? 

A.—It was done formerly by Chettis. Now not a single bag of rice is 
sold*by the Chettis. The Bombay people have nowadays taken up that 
business. 

Q .—Do the Chettis carry on kaudu business also? 

A.—We have very few business in that direction. It is largely done by 
the Madras people. 

—Do Chettiyars use cheques P 

O .—Do you use it largely? 

A.—Yes. 


'.—Do many Chettiyar firms Use cheques? 
..—Yes. 


Mr. Thomas: If any of your clients want to pay their creditors by means 
of cheque will you consent to do it? 

A.—Yes. 

Q .—Will the creditors, especially shop-keepers, receive cheques in pay- 

meat? 

A. —Formerly they had objection but now not much. 


Mr. Gopak i Menon: Have yon got the pass-book system? 
A.—Yea. 


•—Do yon charge anything for the pass-book? 
I i—-No. 
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Mr. Muthtah Ohettiyar: Do you want your customers to send the pass¬ 
book always when depositing money and withdrawing money ? 

1.—Only when depositing money. As regards payment of money or with¬ 
drawal of money the cheque is itself a voucher for payment. 

Mr. Thomni: What percentage of Nattukottai Chettis accept deposits and 
allow those to be drawn by means of cheques? 

A.—Most allow like that. Customers may draw cheques against both 
credit and against overdraft. 

O .—What proportion? 

A.—Most Chettiyars except some very few small firms. 

Mr. Muthiah Chettiyar: Tn the mufassal towns also do they have cheques 
or only in the town firms? 

A .—Only in the town firms. 


X .—Which town firms Jo you mean P 
.—Firms in Rangoon, Madras, Bombay. Mandalay, etc. 

J .—Do Chettiyars allow cash credits? 

.—Yes. 

0 .—What security do they take? 

A.—Pro-notes, hypothecation of goods, deposit of title deeds, etc. 1 
myself lent money for a ginning factory at Meenchan on the security of the 
stock-in-trade and allowed overdraft on it for the purchase of cotton. My 
only one darwan was in charge of that factory. 

J .—Do Chetti firms do such business largely now? 

.—Not largely, only some do it. 


Q .—Tt is said in one statement that some Chettis manage to borrow ten 
times as much as their capital and there are others who borrow two and a 
half times as much as their capital. Could you give me any instances? 
People with how much capital can raise like that? 

A .—It may be like this: one man may have a general capital of Rs. 10 
lakhs and a local capital of Rs. 1 lakh. Tn that case he may he able to 
borrow more than double his local capital. It is possible only if people 
believe him and his general capital is large. 

Q .—Please explain what you mean by local capital and general capital P 
A.—Local capital means the capital employed locally for that branch only 
and the general capital means his whole capital of all the branches together. 


Q .—Is it possible for a Chetti firm to borrow ten times as much as his 
capital P 

A. —Never. 


Q .—Are there even rare cases P 

A .—Due to ignorance some may lend it but such instances nre very very 
rare. 


Q. —But generally supposing a firm has Rs. 5 lakhs capital. How much 
could that firm borrow P You con include in that the amount from Chettiyars, 
hankers and other lenders also. What is the maximum that such a firm 
can borrow from all sources? 

A.—He can borrow according to his requirements. At most that firm 
can borrow two times as much us its capital. 

Q .—Any individual instances? 

A.—He can get that amout hut it involves a large amount of expenses 
and no one will incur such large expenses. If a man borrows so much he 
will not attract much deposit for his credit may be shaken. 

Q .—Without spending any money, ordinarily if a person has got Rs. 5 
lakhs capital how much will he get? 

A,—He will never get more than double. 

Q .—T said without spending any money by way of commission to shroffs 
or cashiers P 

A.—Then a man with Rs. S lakhs capital can borrow only Rs. 1 lakh. 


<?.—From a bank how much maximum can he borrowP 
A. —Rs. 2 lakhs at most. 


Q .—Will it be on joint signatures? 

A .—"Yes, the other man should have also Rs, 5 lakhs. 
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<£,—So two persons having Rs. 5 lakhs of capital each eon borrow by Joint 
signatures Rs. 2 lakhs P 

J .—How much wiH they lend on one joint signature P 
.--Generally in Rangoon they need to lead Rs. 30,000 for each loan, 
but now they only lend Rs. 20,000. In Madras I am told they lead up to 
Rs. SO,000. 

J .—So if a man wants Rs. 2 lakhs he should sign With 10 other people P 
.—Yes, bnt out of that Rs. 20,000 the other man will take a moiety, 
and hence he will get only half the amount. 

J .—So only if he signs with 20 other people he will get Rs. 2 lakhs P 
.—Yes. 


Q .—There is a case here. Rs. 7,875 was advanced in 1886 and in 1016 
i.e., 30 years afterwards a decree has been obtained for Ra. 1,58,000. Here 
the amount is 20 times greater than the principal. How do you account for 
thisp They say the interest here is usurious!" 

A .—ft is not. If the interest is 9 per cent in 32 years the amount will 
be Rs. 1,28,000. 

Q .—Then the rate should be more than thatP 

A .—It works out to 101 per cent. At that rate the amount will double 
itself in seven years. If the interest is 12 per cent, it will double itself in 
six years. 

Q.—If the rate of interest was 12 per cent, what will he the figure in 30 

yfiflrs p 

.4.—It will be Rs. 2,56,000. 

J .—So you say the interest is not even 12 pev eentP 
.—Not at all. 

Q .—How frequently have you to pay interest for your loans and over¬ 
drafts to your bank? 

A.—For overdrafts we are paying interest monthly and for loans once in 
every 3 months. 

Q .—Is there a feeling amongst indigenous hankers that these banks should 
not charge interest every month P 

A.—We are accustomed to it and do not feel any hardship. 

Q .—On loans you pay interest once in three months Js it notP 
A—Yes. 


Q .—How do you pay interest to your depositors ? Do you pay them 
also once in three months? 

A.—We are paying them once in six months or at the time the fixed 
deposit expires. 

O .—How frequently do you collect interest from your clients? 

A .—Mostly during the season. 


Q .—How many times a yearP 

A.—Once a year, from traders month by month or once in three inohths. 

Q .—Are Chettis in the habit of deducting interest at the beginning 
when they grant loans P 

A.—No, only very seldom. Only when we discount hundis. 


Q .—On pro-notes or on mortgage deeds if you grant loans do you deduct 
interest at the beginning? 

A.—No, never,. 


Ur. Thamat; Do you take any mahimai when you give loans? 

A.—That is only in rare cases. Even for stamps We are spending money. 
When traders come to Imrrow money we give them a stamped paper. 


The Chairman; Do they execute deeds for a bigger amount than the sum 
harrowed P 
A. —Never. 


Mr. Muthiak CKettiyari Do you know this only so far as Chettiyars ore 
concerned or about others also? 

A. —So far as Chettiyars are concerned. Some South Indian firms fix a 
higher rate of interest because they know in such cases they have to go to 
courts and when they go to court they may get a decree only after one or 
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two fears, and then tie court allows interest only at six per cent. In tie 
meantime they get tie contracted rate of interest up to the date of decree 
and thus they can make up any loss by stipulating that higher rate of 
interest. Nowadays even ntunsifs are not allowing higher rates of interest. 

Q .~It is said in Sivnganga circle the rate of interest is 18 to 24 per cent 
with one year rests or 20 kalams of paddy for 11s. 1.000 loans every year. 
Is it right? 

A.—I think nobody will lie able to pay 20 kalams of paddy. 

Q .—What is the price of 1 knlam ? 

A.—It comes to Us. 5-4-0. 

Q .—What is one knlam, how many measures? 

A.—54 measures. 

Mr. Thomas: The price some time ago was much higher than it is now? 

A.—Yes. 

Mr. Mvthiali Chrtiiyar: Have these Chettis got firms in Virudunagar? 
What will be the rate of interest charged by these Chettis to agriculturists? 

A.—They never lend at more than 12 per cent interest. 

Q ,—On clean loans what is the rate of interest? 

A.—Nowadays nobody lends on clean loans. Tt is very difficult to collect 
the amounts. 

-In Karaikudi 12 to 24 per cent interest prevails. Is it correct? 

-I have never heard of it. Ti it wore the case people will not pay. 

Q .—It is suggested that legislation should be enacted to restrict the rate 
of interest that bankers should charge to agriculturists and others. Wind 
effect will that have upon your lending? 

A.—Poor people may suffer. A man may be honest and he may borrow 
say Hs. 100 for trade at a higher rate of interest. He may have no security 
at all to give and out of this money he may carry on his business and make 
profit. Tf legislation is passed such lending will be stopped. Nobody will 
lend money on clean loans. 

Q .—You say that if a legislation is passed restricting the rate of interest 
nobody will lend money on clean loans and that everyone will insist on 
security? 

A.—Yes. 

Q. —How will such people who are raising capital now raise their capital 
then ? 

A.—They will not be able to raise capita). 

V-—In what way then can the rate of interest charged by indigenous 

hankers come down? Is there any method you can suggest? 

A.—Yon can restrict the rate of interest for loans with security. 

Mr. Thomas: For what purposes are 'clean’ loans taken? 

A.—Foi domestic purposes as well as for trade purposes. 

(J .—Do they borrow for non-productive purposes? 

A.—I do not think so. 

Q .—If it is for productive purposes they might go to the co-operative 
societies? 

A.—The co-operative hanks would not give them a single pie and T think 
they charge penal rates of interest ili the amount is not paid in time. 

The Chairman: You mean that the rates will increase if the amount is 

not paid on the duo date? 

A.—Yes. That amounts to a pennl rate. The people have not got much 
of experience and they will not bo able to know what the exact date is when 
they should make the payment. 

Q .—In every commercial bank they pay. The sooner they learn to pay 
is it not the better for them? 

A.—Yes. But they arc never in n position to do that. Even assuming 
that they are doing that, the co-operative societies ore onlv lending small 
sums of money up to Us. 1,000 to the people. 
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0 .—You are talking of the poor people and surely one thousand rupees 
Would be a grout deal to them. Would it notP 

A. —But where is the security to offer? When a mau wants a loan from 
the co-operative sooiety he has to go to the secretary, the chairman and 
the treasurer and all this takes a very long time. But if on the other hand 
he approaches the private money-lender while he is on the road, the money¬ 
lender gives him the amount immediately and takes a pro-note from him 
on the spot. 

Mr. Muthiah I'hettiuar: It is said that compound interest should he 
prohibited. Supposing a law is passed to that effect, how will the people 
receive it? 

A .—If compound interest is not allowed where is the money to be spent 
for the realisation of it and there cun be no augmentation of tho capital 
in that event. 

G .—Do Chettis get blank pro-note signed by the parties? 

A .—The parties will now be in a position to teach the Chettis. 

Q .—Are the deposit receipts new issued by the Chettis stamped? 

A .—No stamps are required under the law for fixed deposits and current 
deposits. But when the money has to l>e repaid the stamp has to be affixed 
and there should be an endorsement. 

Q .—Do you know anything about tho land record system obtaining in the 
Federated Malay States? 

A. —Yes. If we have such a system in India we can do much business 
even in India. 

Q .—What is that system? 

A .—There is a land record office. In the record is noted the title deed 
either for lease or purchase. Every transaction made by the people must bo 
notified to the notary public and then sent to the land record office for entry 
therein. As an instance if I take the title deeds for lands on which I give 
loans to a certain person repayable within throe months and he makes 
default, 1 send a notice to him asking him to tnnko the repayment within 
such and such a day and the notary public sends a notice to the land record 
office and afterwards they dispose of tlie property and pay the amount 
within a certain period. 


.—What is the period within which you can realize? 
.—Three or four months. 


Q .—In India how long will it take to realize the money lent on mort¬ 
gages? 


A .—About 20 years. 


Mr. Thomas: But is that tho normal period? 

A.—In contested cases the money cannot he realized at least beforp 
the lapse of 15 years. There are some other difficulties also. 

Q .—Have you not got the same difficulties in Burma? 

A. —There are no such difficulties in Burma, because in towns wo have 
got tho title deeds and in the jungles the people have not taken to conceal¬ 
ment. 


Mr. Muthiah f'hettiyar: It is said that for tho income derived in business 
in foreign countries like the Federated Malay States and Indo-Chinu, it is 
only the money remitted to India that could be taxed to income nnd it is 
suggested by somebody that even when the money iR not remitted to India 
the profits in the foreign place should be taxed irrespective of the fact 
whether the money is remitted to India or not. What is your opinion? * 
A .—They charge a different kind of tax there. After that if you charge 
here also, it will mean a double charge on each income. Firstly we pay a 
different kind of tax in the Federated Malay States and Indo-China and if 
we bring the money here you will be charging income-tax. 

S .—Is there any income-tax in Tndo-China? 

.—There is a different kind of tax there. 

J ,—Is there income-tax in Ceylon? 

.—No. In Indo-China they charge very heavy pattamhi, which means 
licence. 



4f.—Wliat connexion will tlio indigenous bankers have with the Central 
bank to be established in India? 

A.—Very little. 

AJr. Thoma»: Wliat is the rate of interest that you realise by lending 
money in Burma? 

A. —It will be never more than 15 per cent. 

Q. —There was a statement in the newspaper called ‘ Uoliyan ’ that the 
ordinary rate of interest charged by Chottis in Burmese villages is 18 per 
cent. Is it true? 

A. —That may lie in rare cases. But ordinarily they get only 15 per cent. 

y.—is it not true that the rate of interest is higher in Burma and 
Federated Malay Htates than in India? 

4.-—Of course it is higher and consideration should 1 k> had to the heavy 
expenses that have to be incurred there. 

Q .—Do the Nuttukottai Chettis stoic wealth in the sliapo of jewellery? 
To what extent? 

.1.—1 told you that they have invested about three or four crores of 
rupees. 

Q .—Is that money properly invested? 

A.—But the people want to wear the ornaments. 

y.—But are they all really worn? Do you not think that il' all those were 
converted into liquid assets you will be able to give more money to the 
agriculturists ? 

A.—Yes. If the business is going on thoroughly, nobody will keep the 
money in the form of ornaments. 

J .—Is not jewellery dead capital? Does any one gain by such capital? 
.—The people want to wear it and hence there is the necessity for tlio 
ornaments and it cannot 1 h> said to be kept idle. 

y.—Suppose the Government ibsue gold certificates and undertake to keep 
the jewellery in a safe place, fs this likely to uttracl the hoards of gold? 

.1.—Wliat is the use of keeping jewellery if it is not for wearing? If 
il. is not worn certainly it can lie sold and tho money can be utilized without 
there being any gold security. 

-I do not mean jcw'ellery merely, but all gold holdings. If gold certi- 
-1 do not* mean jewellery merely, but all gold holdings. If gold eerti- 
froquent, will it not? 

A.—There is no necessity for gold beiug kept with tho Government. 

y.—What is the extent of gold hoards in Chettinad? 

A.—They do not keep much ,in the shape of gold. But they will have 
gold in the shape of ornaments such os bangles and other jewels. 

Q .—Is not much money spent in building palatial houses in Chettinad? 
Is it a useful investment? 

A.—The people arc building houses according to their needs. 

y.—Can you maintain that for actual needs such large houses are needed? 
Is it not so much deud capital? 

A.—By means of education the people are coming to realize by and by 
that it is not a wise sort of investment. 

Q .—Did not a certain number of Chetti banks fail a few years ago? 
A.—Yes. 

Q .—Wliat were the causes of their failuro? 

_ A,—The causes are various. They may have incurred some loss and 
without revealing that they may go on borrowing and paying interest. This 
will ruin them. 

.—All the failures were due to the same cause? 

—J was only giviug one instance. 

Q -—Was it due to speculation to any extent? 

A.—Yes. Paying interest without income, the higher payment of the 
income-tax are also the causes. Some of the firms have stopped their busi¬ 
ness on account of the heavy income-tax, 



Mr. Gupala Menun Is. it due to income-tax or buper-tnx P 

A.—Duo to both. L want to make a few mure suggestions. 1 have already 
told you about the stamp duty on bills and the Insolvency Act. The Pawn 
Act giving licence to certain people only to obtain security ol' jewels should 
not be brought into India. 

The Chairmun: What is your objection to pawn-broking P 

A.—If the Pawn Act is passed, only certain licensed people will have the 
monopoly of lending against the security of gold und we will uot hove the 
opportunity of lending against gold also. 

—You mean it will restrict your business! 1 

..—Yes. In Malay States it is restricting our business. The Land 
Alienation Act also should not be passed. 

Mr. Thomas: There is no such Act in existence in Madras. 

A .—It should not be brought here. That is what 1 want to buy. In 
Burma it exists. 

The ('hairmair: Have you any more suggestions to make ? 

A. —The summary system of trial should bo introduced into the mufassal. 

J .—You think it would l>e a groat convenience P 

I.—Yes. It will be convenient both to the bankers and to the ryots. There 
is a provision in the Civil Procedure Code under which the negotiable instru¬ 
ments could lie executed and the money obtained within six months. But 
what obtains nowadays is whenever a suit is filed, the defendant is given 
the right to defend himself if he has any special reasons and it takes six 
years and occasionally even more before the banker gets the decree and is 
in a position to get the money. But by the time ho gets tlic decree the 
debtor may have failed in which case the banker would get nothing. 

-Have you any other suggestion P 

-There should be the Bankers’ Evidence Act. The bankers should 
not be asked to bring all their books to the court but they should bo allowed 
to produce the copies. Otherwise their transactions will become public and 
will lose their confidential nature. Again if we were to keep two sets of books 
one for production irj court and one for use in tho office, then it will involve 
a double expenditure with reference to the establishment, jlut what can bo 
done is to take the original and the true copy of the extract to the court and 
after verification there to be allowed to leave the copy in the court and to 
take back the original. 

Mr. Muthiah Chettiyar: What do they do now P 

A. —The court wants all the books to be taken to the court and left there. 

The Chairman: Do you not keep a duplicate set of books? 

A.—That will mean double expenditure. 

Mr. Muthiah Chettiyar: What is the remedy that you would suggestP 

A.—If any books are required to be produced before the court, au extract 
alone should meet the requirements. 

The Chairman-: Who is to prepare the extract P 

A.—The owner of the books. He moy take the extract and the original 
and produce both and after verification he should be allowed to take back 
the original. 

0 .—Gan he not do that even nowP 

A.—That he can do only in Burma and elsewhere but not in India. 

.—Is not the law the same both for India and for Burma P 
.—But here the courts compel us to produce the books before them. 

? .—You should certainly produce them, should you not F 
.—Yes. But the difficulty arises because the courts want us to keep 
our books there. Even now there are thousands of books lecked up in 
the courts and some of our books get lost. Further, a lot of people go 
through all our accounts and all confidence in regard to them ceases to 
exist. 
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U .—Have you any other suggestions? 

J.—The marked cheque should l>c allowed. Suppose I haw to jay an 
income-tax of lls. 3,000 at l'iruppattur from a jungle place, instead ol doing 
that, 1 can get it in the Imperial Bank of India or any other hunk where 
1 liavo an account by producing a cheque which will bo made good for payment 
and will lie marked so. Then it will be sent to the treasury and thus the 
money will Ite remitted. 

Mr. Copalu Mciioii : You may have to pay in Madura hut the cheque 
may bo drawn on Madras. Do you contemplate such an iiistaucc? 

A. —1 mean even in the same district. 

0,—What is it that yon want to be done? 

a.—N ow 1 have to pay only cash to the treasury lor paying the assess¬ 
ment. What 1 want is that instead 1 should be allowed to get a cheque 
marked good by the bank in which i have my accounts and hand that over 
to the treasury. 

The Chairman: Have you tried it? Did you present the cheque in the 
Imperial Bank or in the treasury? 

A. —Nobody will take the cheque in tho treasury. 

Q .—You can pay by cheques. Can you not? 

.1.—In district headquarters where there are branches of the Imperial 
Bank of India it can be done but not in other places where there is no 
such branch. 

Q .—Have you any other point? 

A .—1 want to amend the Act relating to the deposit of title deeds or 
the pledge of jewels. Nowadays nobody can get a list of tire title deeds 
placed in the hands of the creditors. It is only oral now. The man who 
has deposited the titlo deeds and received money may say to-morrow that 
ho merely placed thobC title deeds with the other man for safe custody 
and did not reecivo any money. Nothing is required except a list showing 
that such and such deeds have been given as security. 

Mr. Muth'mh Chettiyar: Even now they can give a letter. Can they 
not ? 

.1.—But that is not l»eing done. 

Mr. Co paid Me mm: But that is being done in Madras. Do you know 
that? 

A. —But a penalty is imposed. 

Mr. Muthiah Chettiyar: Do you want that to Ire localised? 

A. —Yes, to avoid the difficulties. 

(J .—You want the nature of tho collateral security now found in tho 
City of Madras to bo extended throughout the Presidency. Is it not so? 

A. —Yes. Then we cun do a very large business even in India. 

Mr. Copula Menun: Do you recognize that the Government will lose a 
great deal by way of stamp duty? 

A.—No. The trade will expand and plenty ol tax will come to the 
Government. 


(The witness then withdrew.) 
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Oral evidence. 

The Chau man : Maj l know what is tho nature ol jour business? Are 
you carrying on Multaui bunking ‘i 

A .—Our business is mainly that of inonej-lending on tho linos ot the 
Imperial Bank und other banks. 

S .—To what sort of people do you generally lend? 

.—Mostly to merchants and traders. 

0 .—Whut are they doing with tho money? 

A.—They arc carrying on their trade. 

U .—Do you eonlino yourself to any pnitioulai line ol (rude? 

.1.—We supply money to every line of business. 

U .—On whut security do you geiicrullj loud? 

,i.—Wo advance money on the personal security ol tlie nuli\ iduul. Thai 
uieaus, we make enquiries about him ns to whether lio is honest, prompt 
in repayment and that liis business is sound, and tlmn advance money to 
him. 


O.—From whom do you got money? 

A .—We have got our own money. We have our own proprietors in 
Bombay and they supply us money whenever ne require. 

O .—You therefore get money from your own community? 

4,—Yes. 


O.—Do you get any deposits? 

A .—We also take in deposits, if they are beneficial, but not to any very 
great extent. 

O .—Up to what period do you generally lend? 

A. —We give short loans repayable within three months. We advnneo 
money also on negotiable instruments, on hundis, etc. In case the party 
is very sound, we advance money repayable in six months also. 

O.—Do they repay you on the due date? 

4.—Generally they pay on the due date. Sometimes they fail also. 
But to those who fail we will not advance any further sum. 


0 ,—What do you do in the case of the defaulters? 

4.—We give them some more time. If the parties stiH fail to repay, 
we will go to court. In certain cases, the party declares himself insolvent 
also. 


Q .—Why do you not specify the days of grace in your liundis? Is that 
the ordinary practice in the case of hundis P 

A .—Here the people are in the habit of paying the money even before 
the due date. Days of grace are here unknown. If that system is only 
introduced, they will attach a lot of meanings to it. Besides when we 
deduct in advance, we have to deduct interest also for nine days. That 
meanB that the bill is payable even without the days of grace. Tn a majority 


For written evidence—vide pp. 113—117 and 171—175 of Volume IV, 
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of cases, the party does not give us interest for those three days. T may 
also state that the Imperial Bank too does not give three days grace They 
charge interest for those days also, and the words 1 days of grace ’ are only 
in name. The altovo is one way of advancing money. There is another way 
of advancing money, and that is by a demand promissory note. 

O. —T)o you do any business on trade bills? 

A,—We do no business on that. Onr main business is confined to humlis 
only. 

Q .—Do you advance any money on the particular goods shipped? 

A. —That also we do. On such documents also we lend. We get those 
documents into our hands. That will be in the form of a demand draft pay¬ 
able after 30 or 40 days as may he the understanding between the parties. 
Those demand drafts are also discounted with us and we send them for 
collection or re-discoupt them with the Imperial Bank here. 

Q .—What aro .your rates of interest? 

A .—The rates of interest we charge on the moneys lent hy m vary 
according to the rate at the Imperial Bank. We generally charge 2 to 4 
per cent- more than the Imperial Bank. 

Q. —The Imperial Bank rate varies from 5 to ft per cent and occasionally 
to 9 per cent also, is that not so? 

A.—Yes. 

Q. —Have you ever charged 4 or 5 j>er cent more than the Imperial 
Bank rate? 

A. —No, we have never. Wo cl largo only 2 to 4 per ccnl above the Impe¬ 
rial Bank rate. 

Q .—Do yon work in conjunction with the Imperial Bank? 

A.—Yes. 

Q. —Do you keep large amounts yourselves? 

A .“Wo have large funds of onr own. It on ooensions we requite money 
wo discount these bills with the Imperial Bank. 

Q .—Do you keep your cash in your bouse or do yon put it in the Imperial 
Bank ? 

A.—Wo utilize our balance in onr transactions. It is only in the slack 
seasons, when we have more surplus money than usual thnt we keep our 
money in the Imperial Bank at Madras ami Bombay, and that too for 
a short period. But in busy seasons we do not do that. 

Q .—Have you got anything to say about the Imperial Bank? 

A.—The Imperial Bank competes with our business to a very great 
extent. Our relations have liefn far from satisfactory. They have vast 
resources behind them and to compete with them is impossible. Whenever 
we go to them for discounting our bills, they learn the name of the parties 
themselves and directly approach them, and offer them a lower rate of 
interest. This stands very much in the way of our progress nnd all efforts 
to bring the parties to onr side proves futile when the Imperial Bank 
intervenes. 

Q. —l’ take it that yon object to the Imperial Bank’s directly doing 
business with the people? 

A.—Yes. 

Q.~- On what grounds do you object to that? 

A.—Because it is wc who advance money to onr party on his personal 
signature. The Imperial Bank requires two signatures, and naturally a 
party who has nobody else to give joint security cannot get any money 
at all from the Imperial Bank. On the other hand we undertake risks, 
and if the party fails, the only course for us is to lose the money. While 
such is the case, the Imperial Bnnk’s interference and its offer at a lower 
rate of interest is a serious obstacle to our progress. 

Q .—Do you not think that your party benefits by direct dealings with 
the Imperial Bank? On what grounds can you say that the Imperial 
Bank is competing with von? Ts there not competition on both sides? 

A.—I may state that wo are only very small hankers. The Imperial 
Bank is a verv large bank and it is impossible for us to compete with them. 
On the other hand they are offering a lower rate of interest nnd attract all 
business. They are thus cutting short our business. 
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Q .—Are you not trying to cnt short their business? I should think the 
competition is on both sides? 

A.—Surely not, we are not competing with them. In fact we cannot. 
We take much trouble to convince our parties to have dealings with ns and 
give them all facilities. When all this is done, the Imperial Bank learning 
their names and addresses, go to the parties direct and influence them to 
have direct dealings with them. 

Q .—Is it yonr argument that there is no competition on both sides P 

A.—I say there is unfair competition. 

Q .—Is not the Indian Bank also competing with your business? Then 
why do you complain of the Imperial Bank alone? 

A.—The Imperial Bank is the largest concern in Tndia. With the Gov¬ 
ernment money and Government support at its back, it. has always got an 
excess of money throughout the year. But that is not the case with the 
Indian or any other bank. They will have excess only at certain pmt 
of the year, and during that period they will do their own business. In 
my opinion they are not so much an obstacle in our progress. 

Q .—Ts there any other point you wish to say with reference to the 
Imperial Bank? 

(At this stage the witness banded over n memorandum prepared by 
their association nt Cbnllapur in Bombay in answer to the questionnaire of the 
Bombay Provincial Banking Enquiry Committee, to the Chairman and 
continued.) 

A.—Wo have got here a printed report submitted bv our association to 
the Bomhay Provincial Banking Enquiry Committee. There the points that, 
we wish to make with reference to the unfair competition between the 
Imperial Bank and ourselves are elearly specified. 

Mr. ThomnK: Yon do no agricultural business? 

A.—No; the conditions of agriculture are quite different here 

Q. —You are mainly financing the trader? 

A .—Financing all kinds of trade. 

Q .—Bo von finance any industries? 

A.—No industries; in industries may he included yarn dyeing, cloth¬ 
making and knitting. We help them. 

Q .—You said that you are hankers like the Imperial Bank of India. Ts 
taking deposits a part of sour business? 

A.—We do not take generally deposits. 

Q .—Bo you allow your clients to draw amounts upon you h.v cheque* 

A.—Yes; they send letters. 

Q .—Bo you supplv cheque books? 

A.—No. 

0 .—Are yon aware that, by definition, a banker is one who takes deposits, 
subject to withdrawal by cheques? 

A.—But that is not prevailing in our line of business, 

Q .—In that case, do you strictly come under the rategovv of hankers? 

A.—But that is not prevailing here. There are only limited firms and 
concerns doing it. 

Q. —Can cheques be used only by limited companies? Private hankers 
can uao them, can thev not? 

A.—Such people who accept deposits rnrrs r on business and I believe 
allow their customers to draw their amounts by cheques. 

Q .—Suppose T have deposited some money with a bank. Without send¬ 
ing them a letter or messenger, T could give my creditor or tradesman n 
cheque in payment, and thus much inconvenience is avoided. That cheque 
will finally be paid by the bank, and the transaction will lie closed. You 
are not carrying on such transactions? 

A.—We have got such transactions. 

Q ,—Your transactions, T understand, are mainly to create and discount 
hundis and in that you are like a middleman standing between the Imperial 
Bank and the businessmen outside. Is.it not sop 

A.—Yes; besides that we draw hundis payable at Madras. 
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Q .—At what rate of interest do you discount hundisP 
A.—At the current rate. 

Q .—Do other classes of bankers discount hundis nt that rate? 

A .—Marwaris also discount at the same rate as the Imperial Bank. 
Q .—Do theyP I should not have thought so. 

A .—It is due to our financial position and status. 


Q .—How is itP 

A.—Bocause they know our position and that we are remarkable in that 
business. 

Q .—How is it that the Marwaris are not getting the same privileges? 

A.—They have got also some privileges but not so much. 

Q .—They are also substantial people. They deal in lakhs. How is it 
that they discount liupdis on less favourable terms? 

A.—Berauso we have been doing this sort of money-lending business for 
a number of years. We lend money more honourably. They charge a 
higher rate of’ interest. We look to the party and the safe return of 
money. 

Q .—What is the exact nature of your dissatisfaction with the Imperial 
Bank? 

A.—They try to cut short our business. The Imperial Bank in the earlier 
days could not deal directly with the parties because they do not know them. 

O.—And naturally too, when the Imperial Bank had loss knowledge of 
local businessmen it required the help of middlemen; but now it knows its 
customers better, why should it not deal directly with the local businessmen 
if really it does? 

A.—They don’t know about the position of parties. 


Q .—Then they most be risking their funds? 

A.—Seeing our business with the parties they think why not we also 
do some business. 


Q .—Do the parties benefit by that: that is my question? 

A.—So far as interest is concerned they are benefited. In the end they 
have got heavy losses in the last so many years. You will find that there 
are many failures in Nattukottui firms because of joint signature. 

O .—Wily do these firms fail? 

A.—These people are doing business outside India at a heavy rate of 
interest and their parties may not bo solvent. If those parties fail, they 
also fail. 


Q .—Why do you compete with bankers? Kisewhore people like vou will 
only be doing bill-broking work 1 and tho bills they receive will be based 
on commercial transactions? 

A.—That will be. 


Q .—Could you not approximate to the position of the bill broker in the 
English money market? 

A.—T do not know the state going on in England. But so far ns we are 
concerned here my opinion is that their business is more secure if they do 
business with us. 


Q .—Wliy should not n bank deni directly with merchants if such merchants 
deserve such direct relation? 

A.—They can do it, but 'when they get some business through us why 
should they go direct to the parties? For benefiting themselves they may 
do so but on the contrary there are heavy losses. 

Q .—That is the bank's lookout. What I want is that businessmen must 
get funds on easy terms? 

A.—So far as interest is concerned the parties are benefited but in the 
end they are not benefited. We advance money to merchants and industrial 
people. If they can get money nt a low rate of interest by that procedure, 
it is a better thing to do. 

Q.— Really, I cannot see how you con legitimately inveigh against the 
Imperial Bank for dealing directly with the people. As a Banking Com¬ 
mittee our interest is to secure for the merchants and agricultural people 
more resources at a lower rate of interest. 

A .—They may gpf; moqey at a lower rate of interest, but in tl>e end 
they nave got losses. 
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f .—How do they loseP 

.—Two persons are responsible for the amonnt. Suppose two persons 
go together and on joint signature get money. Even though one might 
be a solvent in coarse of time he may have losses in his business. Suppose 
one fails, the other man is held responsible and he has to pay the whole 
amount. 

Q .—It is not so in most cases? 

A.—Both of us go to the bnnk. Two signatures are necessary for 
transaction. In that way business people get money. Suppose the party 
who gets money from the bank loses. The other man is held responsible 
and he has to pay the Imperial Bank. The Imperial Bank will be never losing. 

J .—What are your dealings with the Indian Bank nt Mndurn? 

.—No dealings nt Madura. 

Q. —Is it true that your business is competing powerfully with the 
Indian Bank and other local indigenous bankers? 

A. —Our business is not competing. Tt is quite on different lines. They 
have come to take deposits. 

Q. —They are also lending to the merchants? 

.4.—Only to a very small extent. Their rates are low in comparison to 
our rates. They also are advancing, but, lor tbe few of two signatures 
people come to us. 

Q .—Is that the facility you give to the customers to their advantage? 

A. —Yes. 

Q .—I doubt it, for facile credit is no boon, except to very cautious people? 
A.—Yes. If tlie party is not safe we will not give money. They aie 
advancing money on joint signatures. 

Q .—Are you not really restricting the work of tiie local joint-stock banks? 
A.—No. Because the parties will not go to the joint-stock banks on 
account ot your giving money on joint signatures. 1 do not think that 
they are lieing restricted in any nay. Wc are rather giving facilities to 
the general public than the Imperial Bank. We are making enquiries, 
we take the trouble of going deep into the matter and wo take into consi¬ 
deration the condition and status of the party and ol his persona) credit 
rather than making the other man responsible for him. 

Q .—You lend at 2 to 4 per cent above the bank rate. If the Imperial 
Bank is prepared to lend at a lower rate, why are you standing against 
that? Let them go direct and get money? 

A. —We only say that those parties who have already transactions with 

us should not be told not to have dealings with ns. But the Imperial 

Bank tolls them not to have business with us but only « ith them. They 

will got prejudiced ill discounting our bills with them. 

Q .—You object to the Imperial Bank rates varying. What is your 
exact objection ? 

A. —About tluee or tour years ago in slack season their inte of interest 
was 3 per cent and during busy season it was 6 per cent or 7 per cent. 
Now they do not reduce the rate to 3 per cent. 

Q. —Does not bank rate vary in all countries according to tbe conditions of 
supply and demand for money. Is it peculiar to India? 

A—No. 

Q .—la it not always to their interest to keep the bnnk rate as low as 
possible; otherwise will they get any business? 

A.—If I get more interest I will prefer it. But if they are lowering 
it, the other people will he lowering the rate. The bazaar rate will come 
down. 


0 .—Is it effective? Are you in a position to make it effective? 

A.—Tn Bombay we have got our own people. There are fifty firms. 
When the Imperial Bank rate was 6 per cent or 5 per cent our interest 
between ourselves was 3 per cent. We freely advance call money. We 
are giving hand loans for 3 per cent. If we have got money in exoess we 
utilise it by giving to others at a lower rate of interest while the Impe¬ 
rial Bank rate is S per cent. 


Q .—You therefore agree that there is a great deal of disparity between 
the Imperial Bank rate and the market rate in most parts of the year? 

A,—Yes. 
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0 .—What is tlio cause lor this disparity? 

A.—There is no demand for money in the money market. Traders do 
not require money during slack season. During business they will require 
money. They will not take money when trade is slack. There are other 
classes of business where inouey is wanted. 

Q .—In what months k trade slack? 

A .—In June, July, August and September. 

Q .—Is it the time when agriculturists require money? 

A .—We do not know anything about cultivation. 


Q .—You have got various points against the Imperial Bank. What 
further facilities would you require from the Imperial Bank? 

A .—Tile facilities that we require are that the rate ol' interest which luis 
increased should be from :l to 0 per cent and that there ought to be a differ¬ 
ence between tlie rate that they give to the traders and our people. 
We also want some profit for ourselves to manage our business and to bo 
responsible for them. 

Q .—Supposing some ol these difficulties are got over by Government, 
will you agree to carry on business according to a piescribed plan? All 
banking business may lie registered, terms oi lending proseriliod and 
accounts periodically audited? 

A .—That has to bo decided by the proprietors. We are the managing 
proprietors here. 

O .—What is your own opinion? 

A.—We generally advance money Irom 2 to 4 per cent over anil above 
the Imperial Bank rale. So far as registration is concerned we do not know 
the opinion ol' tho proprietors. Whatever their opinion might bo il‘ we are 
given certain facilities we can come to a certain understanding as regards 
our profits. 

f .—l>o the Militants carry on trade at all? 

.—Very rarely. 

Q .—Do they engage in speculative business.'' 

A. —No. 


Q .—Do you agree with all the recommendations ol the Sind Money¬ 
lenders’ Association? 

A.—No. 


Mr. Muthiah i'hrlttgtir: You say thnt deposits at 3 to 6 per cent interest 
are available. Are you able to attract deposits at that rate? 

,4.—In rare cases. 


L—Do you get fixed deposits here from 3 to 6 per cent interest? 
..—It is not fixed deposits, but current deposit. 

.—What interest do you pay roughly? 

.—We have different terms for different parties. 


Q .—Do you get large amounts like that? 

A .—Not very lurge umounts. We keep such accounts in order to give 
the merehauts facilities. We pay them interest from 3 to 6 per cent. 

f .—Is there amount like Its. 10,000 deposited with you in that way? 

.—It is in this way, suppose a merchant sells goods every day then 
he deposits the daily collections w ith us. Some days afterwards ho may 
have to meet a linndi on Bombay or so and then he withdraws tho whole 
money. 

O.—How many Multauis are here in Madura? 

A,—Four. 


Q .—What is the total volume ot bills discounted by all the Muitanis liere 
in a year? How many lakhs of rupees bills are you allowed to discount with 
the Imperial BankP 

A.—We cannot answer. 


Q .—It is said that the Multauis do not tako advantage of the Imperial 
Bank system of discounting bills at different places. Why do you not 
discount bills originating in Madura in Madura itself? 

A.—We send it to our head office. We do not require money here/ 



0.—You say that you send it to yOUr head office in Bombay and they may 
Or they may not discount it with a bank there, is it not? 

A.—‘-Yes. That is the object. 

Q. —(J'r is it that you get favourable rates at Bombay? 

A. —No, the Imperial Bank rate of discount is the same all over India. 

Q .—Does the Imperial Bank have a hundi rate besidos the official bank 
rate? 

A.—Both rates are the same. 

Q .—Are there not instances in which they are different? 

A.—Yes, if tho Imperial Bank rate changes to-day the hundi rate may 
change two or three days afterwards. But soon the lower rate is increased 
to the higher rate. 

Q .—You were saying that the Imperial Bank should not compete with 
you and you have suggested in your memorandum that those bankers may 
bo appointed as guarantors of the hank. Now there are four Multanis 
here. Whom do you want to Ixs appointed ns guarantor to the bank or 
do you want all oi them together to lie appointed as guarantors? 

A.—One. 

Q .—Then will there not Ixi tho same complaint by the other three. Then 
there are the Chetti firms. Why not appoint thorn? 

A.—In Colombo they have one system. One man is appointed us a broker 
and all business is done through him. 

O .—But there is not such a thing in the Imperial Bank, Colombo. 

A .—About Imperial Bank, Colombo, 1 am not sure but they have that 
system in the Eastern Bank, National Bank. etc. 


Q .—There it is the cashier that is doing it. Here you suggest that if 
you are appointed as the middleman the disadvantage will be removed. My 
point is this, is there not a practical difficulty? 

A.—We will solve that difficulty. Tliut guarantor will not do business 
with the parties direct, ho will only deal as middleman. He will guarantee 
the business of other Multanis also. 

Q .—Do you allow cash credits? 

A.—Yes. 

Q .—What security do you take? 

A.—On the top oi the account book a 4-anna stamp will !>o affixed and 
the man will have to sign. The terms also will.be written. 

Q .—What interest do you charge? 

A.—Between 8 and 12 per cent. 


Q. —You say that your discount rute is 2 to 4 per cent above the bank 
rate. What is your total or net yield P 

A.—It will be from 7 to 8 per cent provided there are no losses. 

Q .—Do you have much losses here? 

A.—We have losses at times. 

0 .—What are the causesP 

A.—There is competition, in every line of business and this is tho main 
cause for the failures. 

0. —Do people resort to insolvency proceedings? 

A.—Yes, so many. 

f .—Do you allow more than 00 days’ bills? 

.—Yes. 

Q .—Up to six months? 

A.—Yes. 

Q .—You have said that you pay yottr agents as share of the profits. %hy 
do you not adopt the system of pay P will it not workP 

A.—If we have the snare system it will give more incentive to the agent 
to woWt and get better profits. 



Q .—What 1 b your opinion of stamp duty on billsP It is now oue and a 
half annas ? 

A .—It should be reduced as much us possible. Generally our hundis are 
for three months und that moans half-anna per month which is too much. 

Q .—What is the proportion of your capital to your borrowings? 

A .—That we cannot give. 

Q .—You say that the Imperial Bank sometimes refuses overdrafts sud¬ 
denly. Can you give instances? 

A. —Yes. 

Q .—You have mentioned about delays in court. What are the remedies 
you suggest P 

A .—Suits where negotiable instruments are concerned should be dealt 
with by summary procedure. Our cases should be heard at once. Moreover 
the stamps on negotiable instruments and hundis should be reduced and un¬ 
stamped instruments should be admitted in evidence on payment of stamp 
duty and penalty. 


(The witness then withdrew.) 



270 


Wednesday, 29th January 1930. 
MAD OB A. 

PuESIDt : 

Mr. H. M. Hood, 1.0.8. (Chairman). 

Mr. P. J. Thomas, m.a., b.utt., vu.o. 

Mr C. Gopala Mbnok, m.l.c. 

Mr. M. A. Mvthiau Ohkttivau, b.a. 

Khun Bahadur V. Hameed Sultax Mauicaiu Sahid Bahadur. 


M.R.Hy. S. N. SUBBA AYYAR Avargal, Banker, East Maai 
Street, Madura. 

The witness gresell ted the following written evidence to the Committee :— 

1. ©pfSiuireSdt fuBppi igQlu&fSeu anriref urrpgiuuuo ©uQuir(Lp pi 

©(gs&puuj- mieoiuS&i, Guifhu estate amireupi, Quifh,u 

agricultural farm smireupi erpuu jBu.-nuuu&eifi*). ^ fs@eu Guf^ppms 
mmr e&liueu#nujppesiTmi& /niBsaflsir 9 if^(jpppp^issreup Gpes,euserr 
©ej«rf?a/0%p,fid>2ou. ©uGuir<^pi Qsirppaetr bit bit ^/,iu &jpi 8 jp 
holding (e y if-iwreBisir«^ih .rfeuan/ajffen-.sgjto, (TpagiuLoruu 

jlJB&iDiriii “uess QevevirQpsS ” QsiuBpeuiT&tMuthp'Teir ai—dsr 
Styirsdr. 

2. ®PP sSevsu/reSdi euasswf uj iLS(t^m)ssr ereueumi> > gjessrQssdo, 
mpernjr, eSq^ppaif (LppeStu QfltSiuLotrai uC-L-emr/Bnefifidj auSo^dr eSnirr 
urifia&r Qpeoii eSpsuuQSdsrtcesr. m «@eu sireup^eo Btr/rLDiaaeiRGeoGiu 
8fSuj eSuj/rutnflaserr, eSdsuQ&rrQpp: euirdiis p/ss>pu ulLl-smt laseSsu Qtsirear 
Q sips’ eBpSgyifserr. 

3. Bill seffasr Gurfl^paretr stamp duty gj aQps<aSlL-L-/rai) eSiviru/r jtuo 
S iiraiifiivmii flu®* ©LuSqffsSps. 

4. ©pp uesiisaFe u Qpiflstter B.emiif.ujecsefr, pa/Sseur e.earif.iusut&r, 
pL-ULjeuCtf- s«mif.ivevs»r ©emeus«r u^sempfieB^sBekpev. QpiRslker 
m.csms)-uj6»&eir <cu-L.i9.ujG/i-esr uetsnh QsirQuuff. /sendees s.eariq.iueu'emr 
peuteeauuu)- uesanh QsirQuu#. 

6. 0L.uLieuC.il)- sessrif.ujeLS&r.—©jhp s-emisj-iLieuam ^/rp/nresauuriu 
pssrpptrirsifieu (pfpireiis pirtiGsGsirCemi— GsC-if. i 3 ar^sirserirs> pjasr) 
suUiuirSssuuGSeirpmr. perppirirsar eSiLiruiuno Q&tutLfui (yuegiuuuresT 
©Ui&a&fleo freuQmiirqij tutT&pfii gpil snluf. jBirettriniii QpdjS^irsm, p/pp 
siutf-d® PjPP tszir jBLuqst-Q- aarjp Quiuir. ^thQeu/r(^ uerifteB^pp 
srqpsth 1 puuL/suif. tLedrif-tuevaerr ppppp emir pL.unsjC.tf.iLiLebr 
GsirGd^ihuuf- a(tppuuQii. pspppirirsar Qp/fiflui sesuruf-iussSsrretlL. 
©eep pireir fgirthfiivirtu a.u( 3 tuir@s 8 ^iraeiT. ©PP semnsgiueossr Q&ipp 
(gibQutrMS ©«/r©£0<£Ui9.u/u> ©euteu. s?0 fixed time si Qs/rGs^ihuu). 
tLjth gNuZcu. p/JSgpsi ehiuniq SL-uuuif. _ (gempuS^Ms ©L-isssreefhS&i 
©top legal instrument GsduuGsiekri^-iu^ Qjrriou MsiBunb. 

0L.ui-ia.iutf. sessrugajeSsr uurfiiiflsirutS pesrjp ©jk&i—ttr pjgpiuiS ©<t $4 

Bp&. 

6. /Beo ■ JHUUHrsap&eisrQuifhfo /«ar_ 0ni9sari<§4 *!_6»r©*T©i»d 
es.i9.UJ u(rw(5 emr ©sitsu. 
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Indigenous banking. 

1 . (jfrjEfu i_ms«.£ sstHeo Private bankers ,gy Qgsr @ 0 «® <np rr s efr . 
jy«K/r<sefr str^irjrearisiriu banking sib's A/Btsrreor erAiJorGmSmis^LD Q#iu 
Bfrg/rsdhr. 

2. «Qjs# uirAsirsdr jffVirsQg*$m gj£pA& £0a/0* 

QsfrQrjtvir erssArQsmrriii (SaifauirirAgi gu@§I ig/r&dr, 

8 . ©44 SrQsa U’Tm*<rGis$i& ) Banker srdsr m fi leuesLD’iS aj Imperial 
bank suro/^, Qeujp Joint Stock bank a ww# g^sS# & j^aosu jlo siriLuu 
uCiJfi/DjEeuSsu. 

4. ©A® sGps ur/ssrsdr a.dnrg-tua> (gjftraigi Bill of exchange), 
Q<v«( 5 j Qp/ssSojgi joint stock bank mr jAtfhur&Gi n.u'StutrQdS&irsdr. 
«g 55 j 6 o Qu 0 lduv cyj '-ii >f t&tpU'rftoeg.iSei) a uQtuirBdBqpirsdr. 

6 . Cash credit mim-6(ejS&str jbl-ul/ uA^eujrsSeuf/rdr QfiuStyirsar. 
&l$psrr& ua. Sen uGurreu joint pro-note crop ft) euirA^wfien ?eo. 

6 . © 6 uir&err Qurr&eunuj single signature ei/ /sitdir eeudsrQ&irQA& A /0 

7. g)*/r*arr deposit *0 arjrswrffl i$.u/ron 9 LLffl<S 0 5 to 7%, fixed deposit 
<«0 6 to 9% a.'«t tru9fvLD tutlif. Qair£<s@(y irsdr. 

8. g>4s urAsrrsm QtusAtSdo 9% Qfi&d 15% q»«bv eSuiru/r/fls^s^ib 
jf}6d&eutrar<gQ$a(8)Lb si _«r QsirQs&Qprrsdr. 

(i) QsrnfQ iSeb srfiuQuifar&. 

(ii) Qs/rirL-tgd> euirmsSfih execution A erpuQua flrmsQfit^. 

ujirp fiiruspLo. 

(iii) Offi'JTTLjf.eu er/Dufflii jy@)UJ^£> Bsuetjaerr {stjfiireu^i a) 

Q*trdaQpiq.ujrrp BskiOfadr). 

(iv) Insolvency jBi—ansf.dtDsseiflea a«rS»uj« 8 i_ iSjrJBajir& jy 
ea.euLoaDt_sujf. 

(v) GeL’aB (y.Li/raoflLl( 3 « 0 U GurgimintLi a/ilaf. si-iltq-sQsirQuug). 

(vi) ©«/«rfJ</So» joint stook, bank anBdt ojuiif. s^iLisf-sQs/rQA& eutrm 
®o»jP- 

(vii) Single signature w security s/dredtuSeo audr QsrrGA& risk 

6 tQuu^. @ 4 ® amrtesrisimetrirdi ji,ewrsm Qstr&sib sgrdvB euuif. snrmB 
m/ 0 ®®*x««r. Qfu>C5eu«ffl&ri- j/yseysiflajiiserr ^aj/rs^fu> 

61 /L.hl ns>aj (tf)#'jvuutriTaw. &)uQu/r(Lf)£i(r£d(guD QfifB!pu9su ^airrsdr Qjrtnhu 
0 SB >p AP margin ®i CSqjSsu Qsiij@(rr/>rrsdT. 

(viii) Joint stook bank a dr erdeim&f er puiLt-tr eyu b at G/ss un-Asti 
sSsrr s8(^Afiiuirsa QatL ai&firmr Quir#&eniib 7 @ 5«0 ^euai^. 

(a) i 9 -'-J/ra/i 5 )t_fr*f> 5*0 B/r&vjS aultf. ©«oi_uu^j. 

(i) sudr tutrAtgfQpeuirseAdr se^s’fitutb jyvs^a/flfuuj G/SiftAd 1 
si-dr eurwtoHsrevfldr ssfsfituuuisf. urm jest# ^(gibuuGu/pfvgi, 

StAffA airjrmrjp/reo uf.ussidL.ud, sudr tuirA^Speuir, @j)jressrQ /esu 
ur 0 C 0 ib jyjgp/4a.«uuiff'uS0*S l fl)^i. 

9. ©44 usisifluih eSQsir^c a.eseAsB Seouiur#, 

10. Court ssfid/ jfrruq, execution (ys&eSiujkdi erpuQtb srs'ftrismji 

sbviljlo, Court u®/«w»© (tpfeSluj st-drsdstr Qjrtnbu tgeeipuug, Qs/ririlQ 
seAeo r ««or«0 L/m^sAsmr Qfi^eShu fisirirQs&o Guru ^uutdr 

<afi«9su ®«i/r*«r ^erm/ssndr sriPsinr jy gotutS^en Quit sub erdr jp siL 
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Im pe rial Bank QpftSiu Bank *etr j/sbau* aordmirii metier uirAgstr, 
@euir««s< 4 * mmirtuioirm tvL.tf.m<gm si—mQmrrQuu^. mmrajLDrer ^ mu 9 
draft Qfi) mAu# disoount Qmiiieujf, draft (tfijeShigi QmrQuug!. 

3 fo tam&& mm/mtimni Qmdj^QmrQ i/trrm ®a immar Auiruirr^ee^, 
Q5Qftumjrirmmr. QmjQmirtg Ghrri&jsjg) &u> B&trsmr eoaiuurirmm. 

11 . ucmrua crQuuf. utprm Q 4 *Qmw« ®a»a/«rfai joint stoek bank 
* 8 wreSi_ g)«(f«srflL_ti, depositor «gti borrower «@(i) mmi*iflujii a/rsniJ9. 

IS. mi&uu/r(Tgd@ m/ejBf a>u^.s@ uaarii BeDumm, avrdmrr 

uirASeemii erpjirQ Qmtumi#. —(1) ^jotrmerr QmrQ^/s u «/®d* 

QmiitatJSmt Q^jp Qsrfiuup, (2) ®<raarS 

Qr£>0 QmrrQsfSk 1® iSjt® 0/atrmw eO-urur/rf m>& gopt 05 
uQjfOjut L9jr&j£uu®0#iib ^lip-epsita mrmmir/flti) erp j* - ® Qmtu&eit 
Sfmiirmetr jy«>4 mpljirtfrianu srpjpQmirerrmiiTrrmeir. ftTstfif meymtimQpih 
QsfuurLoso jyaj/rcBv jtiihhujS/Si^uQjtui^ujrer ft- '_to int-lOti Qmujjtrreo 
g)jBf jBatrjpQutrmitTfrmw. 

13. mQpm ui 6 r«)a)r« 0 * Bdueyrngfib &u>wnu 

4imnrsmr eSiuirumr/sfieo a.u<3ur8m§u> &es>asd§ 100-«g 2% to 3% per 
annum eJ^ni aiwir su/ruii Sa»i_ 4 £> 

14. fimsm r Qp#&iii(§/P Jfmmut}. SL.etrQmrrQ$ff «'©® 0 > 'r 

mm. 

16. sul-Tlol/ /& urdifg upjpi mi trey BTOlfi 

ojtnSquiBmjp. jyaCSua-^ ^aiSjpr a.«no-(u®>ssf«gii> an_iriiq 
0 )a> g> 6 Epfli/ii QeotuirCSfeS eSttJiruirjrQpth Ou^s g)t_(yasrarffl. 

10 . diujTurir uipimi Burner ermisor *Qp.b mQ/rrn uirm>ep.iSA 

{ 8 )(gj 5 &ajjB 0 trn) uir®@ ufDjpsuireq&wr ^ravfiiuirQib. 

17. Imperial Bank ©Swraerr distriot oontre seiflej erpuLi-B®* 3 eSiuir 
uirifimgj 4® 0/gpi&.ei}j>prreir. Imperial ©Barr a»mruesndis^d(^ 0iim r mm 
g>i_waafla) Looal Advisory Board erflui —/rai setram^ig ^jQuiry>^ 
® 0 UU«J>^r«fli_ 83 rahJ 3 0/gptA.euih 8ot>i~mm e/yPqawQ. 

IS. Imperial Bank ev a/Lff. OurGlmiBeu ld irr turisj.m@f<g<&jui jBmpjtmrir 
m/p/oa/ra^d^ii) eO/rj@a/r^u)v«9©4© ( »#. fijpptuui- 

QfuearQii. 

19. sar«**rfi 6 ®i_nS«j u«ar^aj* aiu*.i&uQurQih a y>#*ui f8(W}48 
tur8mi(n,Qpgi &ireh)Jflnir(ij «8(§MfiiuirmirP0fb& mrtjrtarmmm <y* i 8 uji&tub 
uopuqd <$os}ps>i0/rm. 0i&muuip.ujrm srrjresst imprtrm umrfif&m u^u 
Qmiuiyu) ojsnmiSa) erpuQtb Bjrimib, Bevmj ffleoqimSsrrm Qmrrevsvevrr J>. 

20. psseio/ru^iA, miBimjETtssruLDrriLjtb Qmir/tgi momimgii mijr 

mtr ®mipjBfimi(s/Gip€). 

21. *_«r QmnGff uessrpaatg 8d8jrutiriu mi(Sj6vQmtum/fjp(g 

Summary suit /*(-»(•.*<»>*««* fit-ft mnfassal QsrrirL.Qmt$mt§ MBmirjrib 
QmirQmsmirtb. 

82. Title-deed (fuiflmi *i_«w ©«(r®4*m mpffuail 4 

< 5 H* Oav«v©n/fl-*/ri 2 ) ^®ey Bw&prftfiuSmi $<jf>u4 
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No. 30. Bs. 1,000. 

OfijagntirifliLitiutehr gteeisr. 
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(Translation .) 


• J .<— Agricultural credit and credit facilities for small industries. 

1. So long as the Hindu Law of Inheritance continues to bo ns it is, there 
is no possibility of big estates or agricultural farms springing up. There¬ 
fore the need does not arise for large sums of money either for cultivation 
expenses or for improvement to land. At present the holdings arc very 
small. The ryots and tho landholders Irorrow chiefly from the money-lenders. 

2. The pi educe of this district is sold through commission agents in 
Hindigul, Madura, Virudunugar and other important towns. The small 
merchants go to the villages at the time of the harvest, get the produce on 
payment of money and sell it in towns. 

3. If the stamp duty on bills is abolished there will he scope for expansion 
of trade. 

4. Tn these parts, dharsnna liundis, tavanai hundis and nadappu liundis 
are prevalent. Dliai-satia liundi is payable at sight. Tavanai hundi is payable 
at the time mentioned in the hundi. 

5. Nadappu hundis .—These hundis arc in use only among the Nagarathars, 
that is, the Nattukottai Cbettis. Tn the chief places where the Nagarathars 
have business they give the rate of interest for each month. That rate is 
called the nadappu rate for thnt place. For hundis sent from certain locali¬ 
ties, tho respective local nadappu rates will be vequired to be paid. The 
Nagarathars use these hundis more than they do the dharsana hundis. 
These hundis are neither made payable on demand nor are they payable 
within a fixed time. Therefore it is absolutely necessary that these should 
be recognized as legal instruments to avoid them from lacking in any thing 
under the Stamp Act. A sample of the nadappu hundi is attached herewith. 

6. Thero are no banks for giving long-term loans on the security of land. 


11.—Indigenous hanking. 

1. Tn these parts there are many indigenous bankers. Generally they 
attend to all niattei-s connected with hanking. 

2. As among themselves the indigenous bankers in one placo act as 
agents for the others in another place. 

3. No facilities are afforded to these indigenous bankers as bankers either 
by the Imperial Bank or by tho joint-stock banks. 

4 ; The indigenous bankers use hills of exchange, cheques, etc., just as 
tho joint-stock banks do hut mostly they are in the vernacular. 

3 & 
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, 5. Cash credit accounts are entered only in their account books as current 
transactions and no joint pro-notes are obtained as are done by the joint- 
stock banks. 

6. Generally they issue loans on individual socurity. 

7. They give interest on current deposits at 5 to 7 per cent and on fixed 
deposits at 0 to 9 per cent. 

These bankers lend at the rate of 9 to 15 per cent to merchants and 
landholders. 

(i) The enhancement of court fees. 

(ii) Getting back the money lent according to the convenience of the 
executing it. 

(iii) The miscellaneous expenses in court, that is, those expenses which 
cannot be included in the decree. 

(iv) The greater benefit derived by the defendant than by the plaintiff 
in insolvency cases. 

(v ) The payment of high interest for deposits from outside. 

(t>i) Raising loans from joint-stock banks at a high rate of interest. 

(rit) Taking of risks hy giving loans on single signature. 

For these reasons they are charging n high rate of interest. When the 
above difficulties are obviated there will be some reduction. But in their 
present stage they work with a very small margin of profit. 

8. Whatever be the number of joint-stock banks that may be opened the 
public will derive benefit only if facilities are afforded for the expansion 
of indigenous bankers. 

(i) The depositors getting a high rate of interest. 

(ii) Getting back the money lent according to the convenience of the 
debtor. 

As a result, both those who deposit money and those who receive money 
are benefited. 

9. In these parts relations among the indigenous bankers are not inimical. 

10. Elimination of the delay in*the grant of decrees by courts and the 
execution thereof, reduction of the mount fees in courts amending the low 
to enable them to produce copies of their account books as they are not in a 
position to bring their accounts, giving of loans to these at easy rates of inter¬ 
est by the Imperial Bank or Government banks, discounting and giving of 
drafts for small commission—if all these facilities are afforded they will bo 
able to expand their business and open branches in the villages. 

11. In regard to depositing and withdrawing money, the indigenous 
bankers give more facilities to both the depositors and the borrowers than 
the joint-stock banks. 

12. If after making arrangements for the indigenous hankers to get 
money from the Government banks at an easy rate of interest and affording 
facilities for the easy realization of their money the Government by 
means of anv enactment make certain rules for the proper conduct of the 
business of the indigenous bankers, the latter wil have no objection. 

13. The indigenous hankers are getting a net income of 2 to 3 per cent 
extra profit on the capital (private or borrowed) that they invest in business 
after deducting interest for their capital and deposits. 

14. They issue loans having regard to their capital. 

15. As a result of the abolition of stamp duty on cheques, the transac¬ 
tions in hanks have increased. Similarly if the stamp duty on hundis 
is also abolished there is a chance for the transactions increasing further 
still. 

16. Tf all the records current in the business wore in the vernacular, the 
transactions in the banks will he on the increase, 
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17. The opening of the branches of the Imperial Bunk in district centres 
is of course beneficial to merchants. There is a chance of the people getting 
more benefit than they now have from these branches if local advisory 
boards were formed in those places. 

18. The rate of interest charged by the Imperial Bank is varying for the 
Mar war is, Nagarathars and others. This should not he allowed to continue. 

19. The habit of investing money is growing among the people. The 
reason for its not developing rapidly is the lack of education. The other 
reasons may lie said to he the difficulty of realization, the expenses to bo 
incurred and so on. 

20. The habit of hoarding wealth in the shape of gold and jewellery is 
on the decrease. 

21. Mufassal courts may lie empowered to conduct summary suits for 
the easy realization of the money lent. 

22. The law relating to giving of loans on the deposit of title deeds may 
lie brought into iorce in the mufassal also. Thereby loans coulrl be raised 
without any expenditure. 


No. 30. Re. 1,000. 


1*. R. S. Rm. 

21 st Junuuiy 1930. 

(Jr. —>S. A. S. ol Kihichivalputti. 

7>r.—P. H. S. Rm — Rs. 1,000. 

1*. H. 8. Kit. Karuppan Ohettiyar of Rangoon to pay the bearer on 
demand the Mini of rupees one thousand mentioned above together with 
interest, at the rate current in Rangoon, irom this date to the order of 
the ubovementioned person and debit the same in our accounts with un 
endorsement of the payment hereon. 

Dated 21st January 1930. P. It. S. Rm. 


Oral evidence. 

The Chairman : You are a banker carrying on business in Madura? 

A.—Yes. 

U .—You do not belong to ope of the regular banking communities? 

A. —J belong to the banking community. 

Mr. Thomas: You are from Kalliduikurichi? 

A. —Yes, in the Tinnevclly district. 

Q .—In your memorandum you refer to the ‘ liudappu ’ hundis. Is it not 
u liundi which carries interest at the current rate? 

A—Yes. 

Q. —That liundi carries interest not at the rate which prevails at the time 
it is drawn but the rate varies from time to time. Am 1 correct? 

A. —Yes. It will vary according to the current rate. The interest is fixed 
every month. 

Q .—Do you deal in such hundis also? 

A.—Yes. 

Q .—What is the necessity for such class of huiulis? The 'ordinary hnndi 
does not boar any interest. 

A.—But this hundi will take time and so it carries interest. 

Q. —But the ordinary 90 days’ liundi does not carry any interest? 

A.—In the case of such hundis they deduct interest beforehand and there¬ 
fore it is not Bhown in the hundi. 

Q. —Are these nadappu hundis negotiable instruments? 

A.—The nudappu hundi is neither payable on demand nor is it payable 
on a fixed date, it is not correct to say that it is a negotiable instrument. 
This has uot been decided in a court til] now. 
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Q .—It dues not also specify a fixed amount. The amount payable is not 
stated exactly, is it necessary that you should have buoli hundis? 

A.—Certainly we should have such hundis. These hundis have been in 
use for a long time and the amount involved is very large. 

Q— Is it not confined only to this part of India? 

A.—No, it is prevalent in Burma, Penang, and also in othor places. 

Q .—1 understand that this kind of instrument is confined to the Chotti 
community. Am 1 correct? 

A .—The nadappu hundis are used largely by the Chetti community. 

Q .—Is there any other community tlint uses these? 

A.—Yes, but they fix the rate oi interest in the liuudi itself. The other 
communities also write hundis but there they spocity the rate of interost. 
But in the hundis drawn by the Chettis the interest will be changing from 
mouth to month. 

Q .—How much docs it chauge? 

A.—It will change from 9 annas to 10 annus per annum. 

Q .—You say that this variety of hundis should be recognized as a legal 
instrument. I do not quite follow the necessity. Is it necessary ? AVliat is 
the advantage that you get by this nadappu hmidi which you cannot get 
by the ordinary dharsanu liundi or the liundi pavable at sight or alter a 
fixed date? 

A.—The benefit is this: the drawee of the huudi may pay it at his will 
and pleasure. Suppose a nadappu liundi is presented lor payment to mo 
and I have no money with me. Then I can ask that person to come alter 
some days to receive payment. 


Q .—Will not the 90 days’ liundi serve fhat purpose? 

A. —Suppose the man gets money oil the sixtieth day. If it is a nadappu 
huudi ho cun at once pay the hundi and interest will have to be paid only 
till the date of payment, but if it is a 90 days’ hundi then he will have to 
keep the money idle for 30 days more; ii he pays then he will not get reduc¬ 
tion oi interest. Thus in a nadappu hundi lie can pay at any time. This 
kind ot hundi is more convenient to the merchant. The nadappu hundis 
drawn by other communities specify the interest, suy, 9 per cent or 10 per 
cent und so on. One anna stamp is sufficient tor tlio hundi and it is not 
payable on demand. These legal deficiencies must lie corrected. 

Q .—You say in your memorandum “No facilities arc afforded to tlicso 
indigenous bankers as hankers cither by the Imperial Bank or the joint- 
stock hanks.” l)o not they discount Hie hundis brought by the indigenous 
banks ? 

A.—Yes. The position is this: ii' an indigenous banker is worth, say, 
Rs. 10 lakhs, even then lie is treated as an ordinary customer and he is 
given a credit of Rs. 2 lakhs or 3 lakhs. 1 say that if tlmt hauls is a good 
bank it should get a credit of 11s. 10 Jaklis. 'There everybody is treated as 
au ordinary customer. There must ho difference of treatment Itween oidi- 
nary customers and bankers. 

0.—Why? 

A.—If accommodation is given in this fashion trade will increase. 

Q.—Do you not think that the banker will advance as much as is safe for 
him and so much only? 

A.—The small merchant generally does not go to the hunk, hut lie sreno- 
raHy goes to the indigenous hunker. If the bank discounts u largor ainount 
of bills, then trade will increase. 

J .—fa that business safe? 

fk® bank may take into consideration the credit of the drawer 
of the bill also. 


Q -—Then why do they not now do it? 

A.—The small merchants do not go to the bank now-a-days. 


0.—Why? 

A.—Because there are so many formalities, 
such banks. 

Q -—Can you ovoid such formalities? 

A.—No. 


Tt is very r difficult to approach 
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Q .—Such formalities arc necessary. Arc they not? 

,4. —Only in the first stage. 1 have had dealings with the Imperial Bank 
for the last 20 years and so l do not feel any difficulty now. 

Q .—Bo you not think that these formalities cannot he ignored? 

—My position is this: if you discount more hills of those indigenous 
hankers they will also take more hills trom the small merchants and thus 
trndo will increase. As far as salety is concerned, you can take the credit 
of the hanker and the drawer into account. 

(p.—If as you say it is a safe business why is it not done now? 

A. —It is a safe business. 

Q .—Then why is it not done? 

.1.—I cannot say. 

Q .—You make a suggestion but it is not ejuite clear why that line of 
business is not done now. There must he some defect about it? 

.1.—What 1 say is now smaller merchants are not going to bankers but 
only to the indigenous hankers and if you give facilities to the indigenous 
hankers they can take in these bills and then discount such hills with the 
Imperial Bank of India. If the Imperial Bank gives higher credit to those 
hankers then trade will increase. 

Q .—Is it not to the interest ol the Imperial Bank to give more credit to 
these hankers? 

.4.—They are not doing so at present. 

y.—If they are unwilling to extend their credits to you there must he 
some other cause behind itf* 

A. —11 tlio trader comes to them directly they will uecommodatc him. At 
present there is competition between the hanker untl the Imperial Bank. 
They want to deal with tile trader direct. 

Q .—In thut ease it will have the effect ol cutting out the indigenous 
hanker altogether ? 

.4.—Certainly. At present the Imperial Bank is giving small credit of 
lls. .‘5,000 and Its. 5.000 to small traders. 

The Cfot 'trmun : Will it not have the effect ol sending these tradesmen 
direct to the Imperial Bank? 

.4.—At present trade hills are very rare and simply credit hills arc going 
on. There are no real trade hills going on. 

Q .—Are all the hills accommodation hills? 

A. —Yes. 

Q .—Would you like the Imperial Bank to discount such hills much more 
freely than they do now ? 

A. —Yes. 

tt.—Surely then they mil he taking a very greut risk indeed? 

A. —These hills come through indigenous hankers and they can take into 
consideration the credit oi the indigenous hanker and that of the drawer. 

{>■—So you want to put the indigenous banker into the position of a bill 
broker ? 

A.—Yes. 

Q .—Are there no hill brokers apart from the indigenous hankers? 

A.—No. 

Mr. Tit rim ax: You have pointed out that the Imperial Bunk is trying to 
deal direct with tho customers? 

A. —Yes. 

Q .—The imperial Bank exists for giving facilities to businessmen. With- 
out middlemen, they will get money at reasonable rates, if middlemen 
intervene, the rates increase, la it not so? 

A. —Yes. 

Q •—No wonder then, that the businessmen are showing a growing anxiety 
to deal directly with the Imperial Bank? 

A. —Why? 

Q- Because if they go to the Imperial Bank they wilt get their bills 
discounted at the hank rate or o little higher whereas if they come to you they 
will have to pay more. What is your discount rate? 

A.—2 per cent above bank rate. 
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Q .—What is the bank rate now? 

A.—It is 81 per cent, for, the bank rate at Madura is 1J per cent more 
for bills and 3 per cent more for cash credits than the head office rate, 
jj.—Are many merchants now going to the Imperial Bank? 

-No. 

3.—Why? 

1.—Because there they do not get nice treatment. 

Q .—If the Imperial Bank treats them better in future? 

A.—They are trying, but traders will not go to them freely. 

O.—Then they must come to you? 

A. —Yes, they must come and they will come to me. The bankers do not 
get any special treatment from the imperial Bank. 

).—Do you take deposits? 

.—Yes. 


U .—Do you discount hundis? 

A. —Yes. 

Q .—Do you allow your customer to operate upon their accounts by 
means of cheques? 

A.—Yes. 

y.—in what way are you treated distinctly from the Mnrwaris or the 
Multanis? 

A.—The Imperial Bank of India discounts the bills of Multanis at 7 per 
cent while it charges 84 per cent for Chettis and other communities. 

Q .—What is the cause of thut? 

A.—The tradition has come from Bombay. 

Mr. Muihixih Chetliyur: Do the retail merchants who draw bills go to 
the Imperial Bank direct to get cash? 

A.—They are not going. They can go but they come to us because they 
can get money on the spot. If they go to the Imperial Bank they have 
got to wait. 

Q .—Suppose the businessmen change their business hours and take to 
strict hours of business? 

A.—Now they cannot get proper treatment in the Imperial Bank. 


The Chairman : Cannot they get it at a lower rate ol' interest? 

A.—Suppose the retail trader is not ready to pay on the duo date, the 
indigenous hanker will pay for him and wait Jor borne time. But he will have 
to pay to the Imperial Bank on the due date, if the hundis arc endorsed 
wo will pay the sum and take it two or tlu-ee days afterwards. 

Q .—What other banks are there? 

A.—There are tho Indian Bank, the Travaucorc National Bank, the South 
Indian Bank of Tinnevelly and the Hindustan Bank is to be openod shortly. 


.—Is there a branch of the Central Bank of India? 
—No. 


Q .—Is there a branch of tho National Bank of India? 

A.—No. 

.—Is there a branch of the Indian Bank? 

.—Yes. 

.—Do they deal directly with the small traders? 

.—They give accommodation to them. 

.—Is there any difficulty? 

.—Not much difficulty. 

.—Do they strictly adhere themselves to the bunking hours? 

They keep the same banking hours os the Imperial Bank. 
.—Is that an inconvenience? 

.—No. 


J 


0 .—You do not take exception to the Indian Bank doing that business P 
A.—As bankers we do not get better treatment from the Imperial Bank. 
If we get better treatment wo will increase our business and the Imperial 
Bank and other joint-stock banks will be benefited. 
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Q. —How? Why should those hanks give you special treatment. The 
Imperial Bank, the indigenous hankers and joint-stock hanks are doing the 
same business. What is your claim upon them? 

A,—If they give us better facilities, we will increase our business and 
thereby their volume of business will also increase. Retail merchants will 
not go direct to the Imperial Bank. 

O.o-Do they go to the Indian Bank and get better facilities? 

A.—Yes. 

Q .—They do not go to the Imperial Bank? 

A.— No. 

O.—What is the difference? 

A .—The difference is this: it is under an European management. "We 
cannot go and see directly the manager. Everything must be done through 
the cashier. The cashier himself reports. If a man goes to the Imperial 
Bank for a loan on 'the first of a month ho will get it on the 30th. It will 
take more time than the Indian Bank. As regards the Indian Bank, there is 
an advisory l>oard here. Everything is recommended through the advisory 
boavd. We can get loans very early. 

Q .—Has the local agent of the Indian Bank any authority? 

A. —No; but the agent goes and enquires about the party personally. 

Q .—With regard to insolvency cases you suggested that the benefit is 
always for the defendant. You have written about it in your reply. Is 
that a recommendation or difficulty? 

A .—The defendant is more benefited than the plaintiff himself in insolvency 
cases. 


Q .—What exactly is the difficulty? 

A.—First of all the insolvent is benefited because ho gets protection. Bp 
to now criminal proceedings were not taken against him by the receiver. 

Q .—Such proceedings arc even possible now? 

A.—It is a defect in the practice. The receivers do not take action. 

Q .—Who is to bo blamed? 

A.—My .suggestion is that there may he one official receiver but a com¬ 
mittee must be appointed. 


O .—On whose behalf does the receiver act? 

A.—He acts for the benefit of the debtor as well as creditors. If a com¬ 
mittee is appointed they will take necessary steps. 

Q .—The chief object would be to stimulate the receiver? 

A.—Yes; there is no objection in appointing an official receiver. 

Q .—Do you take any deposits? 

A.—We take deposits. 


Q .—Do you pay a higher rate of interest ? 

A.—For current account wo pay 5 per cent. 

Q .—Do you keep any fixed proportion of your capital in current account? 
A.—We a to keeping cash accounts for one and a half lakhs. 


Mr. Thomas: What is the total of your deposits? 

A.—Our deposits in this city amount to three lakhs. 

The Chariman: Are they operating very much on current account? 
A.—Yes. 


Q .—There is no clearing house in Madura? 

A.—No. 

Q.—Are many cheques drawn on you? 

A.—Yes. 

Q .—Ts it a fact that the customary way of dealing with the current 
account is to send a cheque? Ts it necessary that it should be sent to you for 
cashing or can it be given to somebody in lieu of cash? 

A.—It is not necessary that he should come. 

Q •—That is not the practice here? 

A.—No. 


Q -—Are money payments made by cheques P 
A.—Yes, 
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Mr. Thomni: Are they using cheques to a vory great extent? 

A.—Yes. 

TJl« Chairman ; Your daily transactions amount to two to three lakhs? 

A.—Yes. 

Q. —-The cheque comes ultimately to you. But if he presents it to any 
other hank there also they get money. Are they usually presented by the 
payee to be cashed? * 

A.—The payee conies to us directly or presents through other hankers. 
Q. —Which is most common? 

A.—The payee often comes to us directly. The fact is that there are 
only 16 or 18 cash credit accounts in the Imperial Bank. 

J .—On the other hand, yon have no clearing liouso? 

.—No. 

Mr. Thomas: The cheque habit is increasing? 

A.—Yes. 

J .—Particularly after the abolition of the stamp duty? 

.—Yes. 

The Chairman : You pay 4 to 5 per cent on current accounts. TTow much 
do you pay on fixed deposits? 

A. —We pay on fixed deposits from 6 to 7$ pev cent. 

Mr. <iopala Menon: Is it 6 per cent for six months? 

A.—Yes. 

Q. —71 per cent for one year? 

A.—Yes. 

The Chairman : You suggested that facilities should bo made to got loans 
from Government at cheaper rates of interest and that they will be gladly 
accepted. If any facilities were given by Government, what will you do iii 
return? 

A.—We will reduce our interest. 

Q. —Another suggestion was being made by another set of hankers that 
the indigenous bankers should come under a scheme of audit? 

A.—Private or Government? 

Q .—At present the Imperial Bank and other joint-stock banks are audited 
by private auditors. Would it lie advantageous to you or to indigenous 
hankers if they are brought under a scheme of audit? 

A. —If we are given the facilities, you can have the power of auditing. 
Q .—You think that would he a good thing. Do you think that there 
would be any difficulty at all? 

A.—No difficulty. Our accounts are audited for the last ten years and 
we produce them for income-tax purposes. 

Q .—The habit of hoarding jewels is on the decrease? 

A.'—Yes. 

Q. —Well, how do you arrive at that opinion? 

A.—From common practice. 

Q .—Have you got any figures to indicate that? 

A.—I cannot get any statistics. The hoarding habit is no doubt decreas¬ 
ing. Tf we give the village people proper education, they will increase their 
banking habits. Want of education is the main reason for hoarding. 

Q.—Want of facilities for more profitable investment? 

A.—Yes. 

Q .—You suggested that there should be small cause courts here and thnt 
they should be empowered to adopt summary procedure ? 

A.—Summary procedure adopted by the small cause courts must also be 
extended to mufassal courts. 

Q .—It is all right for the creditor. What about the debtor? 

A.— Tf you do not give any facilities to recover their loans for bankers, 
naturally they will increase the rate of interest. If you give them some 
convenience they will reduce the rate of interest. If you want them to 
reduce their rate of interest you must give them facilities in realization of 
loans that they are getting in Federated Malay States. For that pur¬ 
pose there must be legislation, 
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0 .—Do you think that it will bo abused? 

A.—No; certainly not. 

Mr. Gopala Menon; Is there much delay in courts? 

A— Yes; on account of that we have to increase our rates. 

Mr. Muthiah Vhettiyar: You were just saying that the cheque habit is 
growing after the abolition of the stamp duty. You now say that the 
stomp duty on bills also should be abolished. What will be the effect of 
that? 

A. —At present if a man goes to purchase some goods from the retail 
merchants here he is given 15 days or a month’s time and the amount is 
written in the debit balances. Till the amount is actually paid ho will give 
trade hills if you abolish stamp duty and that habit will grow. 

Q .—Do you think that trade bills will increase? 

A. —Yes, 

Q .—Now it is one and a half annas per hundred. By how much will 
you lie able to reduce that? 

A .—It must be fixed at the paper price whether it is one anna or two annaa 
or four annas. 

Q .—-Whether the hundi is for Rs, 100 or for Rs. 1,000 the value will 
he tho same? 

Aj —Yes. 

Q. —You were talking about the nadnppu vnddi hundis. Are they pre¬ 
valent among the non-Chettis? 

A. —Yes. The Chettis write that the nadappu rate should be paid whereas 
the others mention the rate. 

Q .—If the Government declare such hundis as invalid, what will be 
the effect on them? 

A .—We will lose our amounts. 

Q .—Are such hundis used largely? 

A ✓—Yes. 

Q .—Is it possible for you to get deposits at less than 6 to 9 per cent? 

A.—No, it is not possible. 

Q. —You talk about, the enhancement of court-fees. By how much lias 
it been enhanced? 

A. —Now it is 10 per cent T think. 

Q .—You say that there is unbearable delay in obtaining decree of the 
court and in executing it. What is the delay that is caused after 
the institution of the suit on a promissory note? 

A. —Tf the defendant files any statement, the court frames issues and 
goes on giving adjournment after adjournment and the minimum period taken 
by the court for giving a decree is 14 years. 

Q .—What will be the time taken from the institution of the suit till the 
decree is executed and the amount is realized ? 

A. —Our amounts will be realized after three or four years. Tf the de¬ 
fendant does not file a written statement we will get decree within six 
months but if he files his objection or "Counter-statement the delay is in¬ 
evitable. 

Q.—After the filing of the statement during the course of the proceedings 
or during the course of the realization do you come across these parties resort¬ 
ing to insolvency courts? 

A. —We get the decree and before wo could execute it the party files an 
insolvency petition. He tries first to delay the decree, and then if in spite 
of him fjie decree is passed, he files next the insolvency petition. 

J .—Tf payment is not made on the due date do you file a suit immediately? 
.—No, we give some time move, sometimes six months or even seven 
months, 

<?.—Do the banks here give extensions or do they file a suit if the pay¬ 
ment is not on the due date? 

A.— 1 They will file a suit on the next day. The joint-stock banks and the 
Imperial Bank do not give any time. 

Mr. Gopala Menon: On hundis? 

A.—Yes, 

DA 
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Mr. Muthiah Chettiyar : Are the cases filed by the banks disposed of 
earlier P 
A.— No. 


Q .—Then they also experience the same difhcultyP 

A.—Yes. But usually they get double signatures and one man or the 
other pays the amount immediately, in our case we issue loans on siugle 
signature and the difficulty arises. 

0.—For what periods do joint-stock banks give money to the indigenous 
bankers P 

A.—For three months and six months. 


b—When do you pay the interest? 

,.—Onoe in three months. 

I.—How do you realize your interest from your customers P 
.—When he returns the amount we take also the interest and not before. 


Q .—Suppose he pays the money after two years. Would yon take the 
interest only after the two yearn and not before? 

A.—No. On the expiry of every 12 months we take the interest. 

Q .—You say that you are raising loans at a high rate of interest from 
joint-stock banks. What is the rate of interest P 

A.—The head office rate of the Imperial Bank is now 7 per cent and the 
Imperial Bank charges here 8J and 9 per cent. 

Q .—Do you know the average bank rate of the Imperial Bank’s head officeP 
A.—Yes. It works out at 6J per cent. 

Q .—If you borrow' for 12 months what will it come top 
A.—It will come to 9 per ceiit. 

Q .—Arc there any incidental and other charges besides interest ? 

A.—No. 

(J .—Do you lend on two signatures? 

A.—No. Only on single signatures do wo lend. 

0.—Do joint-stock hanks lend on single signatures? 

A.—No. 


Q .—You say that you get back the money according to the convenience 
of the debtor. But it is generally said that the method of collecting by 
the indigenous banker works hard on the borrower anil yon sny that yon 
wait for some time. How do you explain the disparity P 

A.—Certainly it is not-like that. 

Q .—You say that hoth the depositors and tlic borrowers nrc benefited. 
How? 

A.—The indigenous bankers give a higher rate of interest to the depositors 
and get their money from the borrowers at their conveniences. It is in that 
way that both the depositor and the borrower ore benefited. 

Q .—Does the indigenous banker know the borrower more closely than the 
joint-stock banks? 

A.—Certainly, we know each other well. 

Q .—You know the place where the borrower lives? 

A.—Yes. 


Q .—Do you lend to persons who have no means to fall back upon on their 
own personal security because you think that the men are reliable and 
honest? 

A.—Tf the persons are honest we lend to them. 

Q .—You say that the indigenous bankers ore getting n net income of 2 
to 3 per cent on the capital that they invest in business. Will you please 
explain what you mean by that? 

A.—Our mercantile practice is to deduct the interest for the capital 
invested. 

Q .—Generally that is not the calculation with which wo arc concerned. 
What will be the net yield on his amount? 

A.—10 to 11 per cent. 

Q .—Yon say that the use of the vernacular will increase the business. 
Do people experience much difficulty with regard to the forms printed in 
English? 

A. —Yes. There is the difficulty about the endorsement. If the cheque 
is written in English he must give the correct endorsement. 
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0 .—What shout the other forms which the hanks use? 

a,—There the man has to sign without knowing what tlio form is. 

Q .—You want local advisory boards to be established. But is it possible 
fo have one in every placet 1 

A.—it is necessary to open them for increasing the banking facilities. 

Q. —in what way will they be more useful? Will they help the business 
of tno bank? 

A.—There must he some extra institution other than the hank cashier to 
attend to the giving of loans as then alone leal work could be douc. 

Q .—is it your object that the bank cushier bhouid be substituted by tho 
local advibory board ? 

A.—Yes, the enquiry work of the cashier should ho done by tho advisory 
board. 

Q .—Is the advisory board to have the final say in regard to the giving 
of loans? 

A—Yes. 

Q .—There are at*the head office of tho Imperial flank tho agent, the 
secretary of the bank and tho directorate. Bo you not think that there will 
be duplication oi the work? 

A.—Tbo local advisory hoard must take its recommendations to the 
Madras board and tho filial authority may rest with the Madras board. 1 
have no objection to that. Hut as far as the applications are concerned, 
the local board should be empowered to accept or reject the applications 
and the head office in their turn may accept or reject the proposals of the 
local advisory board. 

The (Tin inn an: Whom will the people go to for money; the advisory board 
or the agents? 

A.—They may go direct to the advisory board or through the cashier 
or agent. What 1 want is that the final authority should rest with the 
advisory board whether to give the loans or not. 

Mr. (lOjnthi Mown: Who is to advise the advisory hoard? 

,1.—They will themselves bo local men with knowledge of the persons 
that apply. 

The Chairman: Aie they to be persons engaged in trade? 

A.—Yes. 

Q .—Supposing a competitor of one of the members on the board applies 
for money, do you think he would get the money? 

A.—In that ease there may lie some other men also on the board. Then 
there may not be any difficulty. 

Q. —You say that the rate of interest charged by the Imperial Bank is 
different from that charged for the Marwaris, and other indigenous bankers. 
What is the difference? 

A.—Tho rate ell urged by the non-Multan is is ut least 2 per cent above 
the rate of the Imperial Bank. 

Q .—Does this advantage to the Marwaris work prejudicially to the other 
indigenous bankers ? 

A.—Yes. 

Q. —Does the Marwari or the Multani lend ut the same rate us you do 
or does ho lend at a lower rate? 

A.—The Imperial Bank lends at a lower rate to the Multanis and at 
a higher rate to indigenous bankers. 

Q .—Docs the Multani cut you out in your business? Docs he lend to 
purtiob at a lower rate ol interest than you do? 

A.—Ho gives at u. lower rate to home persons. 

Q .—Why do you complain that the ln>i>erial Bank is giving at a lower 
rate to the Marwaris? 

A.—If the bank lowers its interest wc will also be able to reduce the 
rate of interest that we charge and the trader will be benefited. 

Q .—You say that the law relating to the deposit of title deeds may be 
brought into fon>e in tho mufassul also. Do you think that there will be 
much business conducted? 

A.—Yes. 
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(J .—in regard to audit by the Government of the account** of the indi¬ 
genous bankers do you think that the indigenous bankers wouid like such 
a measure P 

A. —They will not like it. But il’ necessary they will agree to a private 
auditor auditing their accounts. 

Q, — l You want the auditors merely to audit their accounts or should the 
auditor enquire into their whole business besides going through the accountsp 

A .—The indigenous bankers will not allow that to be done. 

Q. —You would not like the auditors to enquire into the whole business 
and report on the financial condition of the business ? 

A. —No, certainly not. 

Q .—Do you think that the secrecy will no longer be there if the Govern¬ 
ment auditors were made to audit the accounts? 

.4.—Certainly. The indigenous hankers will not like their accounts to 
be audited by the Government auditors for that vory reason. But if 
auditing is insisted upon by the Government they will engage a private 
auditor for the purpose. 

Mr. Copula Menon: But in your case did you not say that there will be 
no objection P 

A. —So far as 1 am concerned 1 have no objection. But so far as the 
others are concerned they will not like such a step. 

Mr. Muthiah Chettiyar : Do you think that they will not object to the 
private auditors such as chartered accountants and certified auditors merely 
preparing the accounts and the balance sheets? 

A. —They will not object to this. 

Q. —What will they do if powers were to he given to these auditors to 
enquire into the question of the bad debts, how for on single signatures 
and how far on double signatures, etc.? 

A. —Their idea is this: the Government do not come to help in their 
difficulty. Naturally they do not like any restrictions alone to be placed 
upon them. 

Q. —Will the indigenous banker who has money of his own und does 
not take deposits ugree to the audit by Government? 

.1.—Generally the indigenous bankers will not like to have Government 
auditors. You do not give them any convenience but you only wunt to 
impose some restrictions on them. That is their view point. 

Q .—The suggestion is made that a legislation should l>c passed that 
the indigenous bankers who want to have credit from the Imperial and 
other banks should have their accounts audited by Government uuditors. 
Do you think that in the case of the indigenous banker who does not want 
to borrow, this audit will be liked bv him? 

.4.—No. 

y.—Why? 

A .—Because he does not get any help iron: the outside bodies. 

Mr, Copula Menon : Do you not think that if their accounts were audited 
by the Government auditors the public will have more confidence in •sbeinP 

A. —Generally the indigenous bunkers will not like it. 

Mr. Muthiah Chettiyar: How many bankers of your typo are there in 
the southern parts? 

A. —In southern India, in Malabar and Travancoro there are about 150 
to 200 firms. 

Q .—Are all of them called bankers? 

A.— A fourth ol' them do banking business and the rest do money-lending 
business alone. 

Q .—Do tho persons who lend money take deposits also? 

A. —Yes, they take some deposits. 

The Chairman: To come back to the question of auditing, you say that 
if the audit was done by the department your secrecy will be gone? 

A. —Generally the opinion is like that. 

Q .—But are not tho Imperial and the other joint-stock banks audited 

at present? 

A .—They are audited by private auditors. 



(J ,—The Income-tax Department also examines your accounts, is it not 
soP 

A.—Yes. 

Q. —Is there any serious breach of confidence in the Income-tax Depart¬ 
ment? 

A. —No. That is because there is a provision in the Income-tax Act 
that the papers must not be used for any other purpose. 

Q ,—Quite so. The same would apply to any audit whether it is done 
tiy a Government accountant or by a private accountant. Then why should 
the audit by Government be considered to be less confidential than the 
audit by a private agency? 

A. —The private arcounant has only to keep the accounts in a proper 
order. In regard to audit by the Government the point is this. The 
Government does not give any facilities us bankers to the bankers. But 
when they want to audit the accounts of the indigenous hankers they want 
to put some restrictions upon them without giving them any benefit. 

Q. —What is the sort of restriction that is supposed to be placed? 

A.—The secrecy will come out. 

Q.—Why should it come out? 

A .—As far as I am concerned, i do not have any objection to audit by 
Government, but ] see that the general feeling is against the audit by the 
Government auditors. 

(J .—Would it not create more confidence in the minds of the people about 
these banks if they were subject to control audit? 

A. —T think so. They will have some lienefit. But the difficulty is that 
generally they will not like such a step being taken by the Goverument. 

Mr. Muthiuh Chettiyur: Do you think that those who want facilities from 
the reserve bank will object to being subjected to audit by the Government 
auditors? 

A. —No. So far us such people are concerned the feeling will not be 
uguinst audit by the Government. 

(Note.—The witness withdrew but was recalled on the Slat January 1930, 
and further examined; bnt one ol the members, viz., Hr. K. A. Muthiah 
Ohettiyar was absent on this date.) 

Mr. tlopahi Menon ; Mr. Suhba Ayyar, has your system of doing bank¬ 
ing business improved in any way during the last decades or is it carried 
on in the same manner as it was formerly? 

A. —It has very largely improved. 

<j .—In what ways? 

A.—We do it in the modern fashion. 

0.—Have you got a board? 

A.—Yes. 

Q .—And proper counters and clerks? 

A.— Yen. 

Q .—Have you got a separate cashier? 

A.—Yes. He signs hundis and everything. 

Q .—You say in the first paragraph of your written evidence that the 
Hindu law of inheritance so long as it continues to bo as it is, is an impedi¬ 
ment to large estates and for banking expansion? 

A.—1 said that it stands in the way of large estates springing up. 

Q .—Have you hod any occasions to observe that the peculiar inheritance 
laws of the different communities and the social system of the country have 
been responsible, to some extent at least, for losses to bankers? 

A.—The difficulty is this: there is no universal law of inheritance in 
India among the castes and there is the difficulty in finding out or deter¬ 
mining the survivors or heirs. There are so many usages here. 

Q .—Do you think the banks ure in any way put to losses on that account? 

A.—It is difficult to fiud out, that is all. There have been no losses. 

Q.—rlho successors were able to carry on the business in the same manner 
as before? 

A.—Yes. 
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Q .—Tke banks were able to recoup their advances made to a particular 
firm? 

A.—There was no difficulty in recovery. 

Q .—You do not therefore think the peculiar inheritance laws of the 
different communities have been an impediment? 

A.—It is not an impediment in the recovery of loans. 

Q .—You say small merchants have to go to villages at the timo of the 
harvest, get produce by paying money and they sell it in towns. Where do 
they get money for thatp 

A .—From small bankers. 

O .—Like you? 

I.—Yes. 


Q .—At what rate do they borrow? 

A .—At 9 to 12 per cent, but it varies according to the mouth. 

(J ,—Do yon think they tire left entirely to the mercy of those bankers? 

A. —Certainly not. 

J .—What are the other sources then? 

.■—They can go to the Imperinl Bank but do not generally go there 
because tho Imperial Bank will require double signature and it is very 
difficult to get another person to sign for you. We advance them money 
on single signature and so they come to us. 

Q ,—This state of affairs has been going on for several years and there 
is no improvement on that? 

A .—In what? 

Q .—lit their getting money at a lower rate of interest? 

A. —But the bankers cannot lend below 9 per cent. Jt will not pay them 
to do so. 


Q .—Can you make any suggestions for any improved method of financing 
these small traders? 

A .—There is no other method except financing these small bankers by 
tho bigger banks. You must finance these indigenous bankers and they in 
turn will finance the small traders. 

0 .—Still will you require 9 per cent interest minimum? 

A. —If you give us facilities tor obtaining money at low rates cf inter¬ 
est and give us also some facilities for realization of loans then wo can 
reduce our interest. Unless these are done we cannot reduce our present 
rates of interest. 


Q .—What is the margin that you require in order to get a reasonable 
return after meeting your establishment charges and other expenses lor 
recovery of loans? 

A .—-3 to 4 per cent. 

Q .—Do you make more than that now? 

A.—No. 


Q .—Do you think better facilities can lie given to those traders by 
giving them marketing facilities? 

A.—Yes. 

Q.—Supposing marketing facilities are afforded by way of construction 
of warehouses how will you inuke yourself responsible for these bodies who 
construct warehouses. Would you place any deposit with them for taking 
charge of those warehouses? 

A.—Certainly. 

Q.—You say you want reduction in stamp duty? 

A.—Yes. 


0.—What is the present stamp duty on an inland bill? 

A.—One and a half annas for Rs, 100. 

Q .—Yesterday you mentioned that there are several kinds of hundis in 
vogue in this Presidency, such as the dharsuna hundi, thavnnai hundi, 
nadappu hundi, etc. You carry on business by means of these hundis? 
Do you notP 
A.— Yes. 


» 
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Q. —When goods are sent from one part of the country to another do you 
draw inland bills against those goods? 

A.—We draw drafts. 

Q .—You resort to drawing bills? 

A •—Yes. 

Q .—Which is more in use, hundis or bills of exchange? 

A .—Bills of exchange ore more in use. 

Q. —Do you think wo can regularize this by abolishing these different kinds 
of hundis and resorting to one kind for money loans and then for mercantile 
purposes you can draw bills of exchange? 

A. —Yes. 

Q. —Do you think we can regularize or that it is possible to regularize all 
these hundis by having one kind instead of four or five different kinds? 

A. —It is possible. But that should also lie issued in the vernacular. 

Q .—Are nadapptl hundis discounted? 

A. —Yes. The total amount of hundis discounted by us is about Its. 1 
erore a year. 

Q. —For the face value of the hundi you take a commission and the inter¬ 
est will be charged on the due date according to the current rato of interest? 

A. —Yes, interest is charged according to the nadappu rate each month. 

Q. —So you are of opinion that it is possible to regularize and bring these 
hundis as far as possible to one form? 

A.—Yes. 

Q .—And transactions for transport of goods should bo carried on by these 
bills? 

A.—Yes. 

Q. —You said the other day that your dealings go to the pxtent of Rs. 10 
lakhs. 

A. —Our capital is Rs. 3 lakhs to Rs. 4 lakhs and Rs. 0 lakhs are deposits. 

Q .—You are getting an advance of Rs. 2 lakhs from the Imperial Bank of 
India? 

A.—Yes. 

Q .—You also said why not the Imperial Bank advance yon more than 
Rs. 2 lakhs when you have n capital as well as deposits nmounting to Rs. 10 
lakhs ? 

A.—Yes. 

Q .—I wish to know whether you have dealings with any other bank? 

A.—Yes, with the Indian Bank. 

Q .—Do you consider os a banker that any hanker should ndvanco you 
more than a certain proportion of your capital when you have dealings with 
other banks also? 

A.—I said that the hank should give us facilities for discounting more 
trade bills. We get bills from small traders and in discounting such hills the 
Imperial (Bank can take into account not only our credit but also the credit 
of those traders also. 

Q. —Do you not think that a banker should fix a limit to which one man 
or another banker should discount hundis with him. Suppose a small trader 
worth a lakh of rupees wants to discount trade bills with you. To what 
extent will you discount his bills? 

A.—If he has a capital of Rs. 1 lakh and if he brings in good hundis I 
will discount to the extent of Rs. 1 lakh. That is why 1 told you they must 
take into account the credit of the drawer of the bill also. S m 

Q. —Other people also told us that the Imperial Bank is not giving 
advances of more than Rs. 2 lakhs when their capital is Rs. 10 lakhs. Do 
you not think that it is left entirely to the banker to decide to what extent 
he should give you credit taking into account the fact that you have dealings 
with other bankers also? 

A.—Yes, they should take that into account also. 

Q .— If such a trader comes to you, you will not givo him more than 
Rs. 25,000 credit. Is that hot so? 

A.—Yes. But our funds are limited. 
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Q .—Occasionally the Imperial Bank may hare exceeded that limit seeing 
that yon are a regular customer of theirs ? 

A.—They have not exceeded that limit. 

^.-‘-Businessmen are very strict in their dealings and you cannot find fault 
with them in this direction. Do you not think so? 

A.—Yes. 

Q ,—If the indigenous bankers are well organised probably they will 
exchange their methods P .... 

A.—Yes, I think so. At present the Imperial Bank or any other jomt- 
stock bank is not giving us any facilities as a banker. We are treated just 
like individual customers. Since our transactions are for large amounts they 
give us some concessions, that is all. 

Q. —You told us the other day that some of your customers with whom 
you are dealing are going to other banks, like the Imperial Bank, the Indian 
Bank, the Travancore National Bank, etc. Can you account for it? Is it 
because they are getting at a lower rate there? 

A.—They go there to get larger accommodation. 

Q .—Is it due to the higher rate,of interest charged by the indigenous 
bankers? 

A.—Certainly not. There is the difficulty of finding another surety for 
their loans from those hanks, which we do not insist upon. 

O.—What is your discount rate for bills? ~ 

A.—It varies from 9 per cent to 12 per cent. 

Q. —If you charge 4 per cent above the pank rate for a small merchant 
you will charge 11 per cent? 

A.—We calculate according to the month and not according to the 
amount. 

Q. —What is the Imperial Bank rate, the Indian Bank rate and the 
indigenous bankers’ rate? 

A.—When the head office Imperial Bank rate is 7 per cent the Imperial 
Bank here charges 9 per cent, the Indian Bank 10 per cent and the indi¬ 
genous bankers 11 to 12 per cent. 

Q. —So, when the Imperial Bank charges only 9 per cent, you cannot find 
fault with the small trader if he goes to the Imperial Bank for discounting 
his bills, or with the Indian Bank? 

A.—But there they insist on double signatures. It is not a small task to 
get a surety for you. It is a very difficult task. 

Q. —-T am not talking of surety. You say that some of the small traders 
are going to the Imperial Bank to the disadvantage of the indigenous 
bankers. I say they go there l>ecause they get money at more favourable 
rates. The complaint that you made was that the Imperial Bank was dealing 
with small traders and that it must be stopped. 

A.—These small traders must go through the indigenous bankers. That 
is what I want. 

Q ,—You cannot limit the operations of the small trader or cojnpel him 
to pay you a higher rate of interest and thus restrict him to go to any other 
institution where he can get money at a lower rate of interest. 

A.—I did not mean it. 

Q ■—You cannot then say there is competition between the Imperial Bank 
and the indigenous hankers in this respect? 

A.—Yes. 

Q -—In the case of issuing drafts also you admit that there is no competi¬ 
tion between the Imperial Bank and the other joint-stock banks on the one 
hand and the indigenous hankers on the other? 

A.—As far as commissions are concerned, we are not complaining any¬ 
thing at all because our commissions are lower than that of the Imperial 
Bank. We charge only half an anna while the Imperial Bank charges one 
anna and if at all anybody has to complain I think it is only the Imperial 
Bank. 

O.—Either in the matter of issuing hundis or drafts neither the Imperial 
Bank nor the other joint-stock banks are coming into competition with the 
indigenous bankers. 

A.—Yes. 
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Q .—Do you issue drafts on other bankers, say, in Bombay, Calcutta and 

so onP 
A. —Yes. 

).—Hare you got your agents there? 

L.—Yes, Multani agents in Bombay, Calcutta and Rangoon. 

0 .—Have you made previous arrangements with them for negotiating 
drafts or have you a current account with them? How do yon settle their 
account? 

A. —We purchase bills payable in Bombay, Calcutta,, etc., and Bend them 
to them. We have a running account with them. 

Q. —Do you think that the rate of interest prevailing now can be I letter 
organised by legislation? 

A. —Certainly not; you must give them facilities for realising. 

(if.-What are your suggestions for linking up the indigenous banking 
system with the central money market? 

A .—We may have a banker's institute. 

J .—Suppose a central reserve bank comes into existence? 

.—indigenous bankers can he organized anil they can become members. 
Q. —Are you prepared to come into a hanking federation if such an insti¬ 
tution is established ? 

A. —Certainly. 

(f .—Have you experienced any slack season when money was lying idle? 
A. —Yes. 

Q.—Have you transferred on such occasions tho amounts to other 
countries? 

A. —We are transferring it to Rangoon. Bombay and Madras during 
slack season. 

Q .—Can you suggest any moans by which such transfers can be avoided 
so that they may lie lictter utilized in the district? 

.4.—It is impossible to invest it. 

K —But can you not find some kind of business at that time for financing? 
-There will lie no business at that time. No trader will demand 
money. We send it to other provinces. 

J .—Can you not create any business? 

.—Suppose there is any season in Rangoon: then we can send our 
money there. 

0.—Can you not suggest any means by which that money could be utilized 
in the district? 

A. —Trade is seasonal. 

Q .—After four months there will be season. There may lie imports 
coming. Can you not finance those merchants? 

A. —After financing we find surplus. 

Q .—Have you had pressure for money at any season? 

A. —We will have large demands. 

Q. —Then do you get money from the banks here or from other places? 
A .—Yes. 

Mr. Thomat: How is your business constituted? 

.4.—We are two partners. We have one office here and one in Karnikndi. 
One of my partners has five branches in the Madras Presidency. 

Q .—Have you got anv branches in Ceylon? 

A. —No. 

Q .—How many hanking firms are there in Knllndaikurichi? 

A.—75 to 100.' 


t 
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•Most of them have got branches? 

.—They are trading in Madras, Malabar and Cochin. 


What 


Q .—Is there any withdrawal of fundB from the West Coast of late? 
is it due to? 

A .—Thev drew funds from the West Coast. There is no special reason 
for that. Other hanking firms have opened branches there. Many joint-stock 
hanks have been opened in Malabar. Ro we find other markets. 

87 
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S .—Are your agents generally members of your own family or are they 
oyeea? 

A.—We give some profits -to our agents. But they all belong to our Tillage. 
Q.—Not necessarily relations P 
I.—No. 

! .—You do not appoint others outside your community as agents P 
.—We take from our own community. 


Q .—There is some corporate life among the Brahmans of KalladaikurichiP 
Are there not certain common funds to which all contribute and which ai« 
used for charitable purposes P 
A.—Yes. 


Q .—Do you still contribute to themP You are domiciled in Madura P 
A.—Yes. 


Q .—Where else are you carrying on business P 

A.—In Madura and Karaikudi. 

Q .—Are hundis properly speaking commercial bills of exchange? 

A.—They are. 

Q .—Are there real commercial transactions behind them? Are they not 
merely accommodation bills? 

A.—Multanis bills are accommodation hundis. They are not trade bills. 
We simply do exchange business. 

Q .—Accommodation hundis cannot he discounted at low rates because 
they are not supported by genuine transaction? 

A.—The exchange hills are discounted to the businessman at a sufficiently 
reasonable rate. Is it not so? 


Q .—Whether you speak of exchange hundis or other hundis, you admit 
that the rate at which they are discounted hamper trade and make business 
unprofitable P 

A.—No. Our commissions are reasonable, judged from the present 
circumstances. 


Q .—Your commissions inay he reasonable, as compared to other’s commis¬ 
sions, but can inland trade develop under such disabilitiesP 

A.—It cannot be lowered. We are charging a minimum commission on 
account of supply and demand. 

Q .—Could you suggest means for reducing the discount rate and rates 
of interest in general P Tf businessmen get accustomed to use real commer¬ 
cial bills, do yo not think the risks of bankers will be reduced and hence the 
rates as wellP 

A.—If you take the case of the Imperial Bank and our bank I can tell 
you. 

Q .—I am not comparing your terms with those of other hanks; T am 
pointing out the inherent defects of our present methods of business. In all 
civilised countries, traders can and do get money cheaper, because they 
conform to the banking principles. Why not we, too? 

A.—Tf the volume of business increases, we can reduce the rate of 
interest. 

Q .—Very well, there is a disparity between the Imperial Bank rate and 
the market rate at present. What means would you suggest for reducing 
this disparity P 

A.—You cannot dream of reduction when Government treasury hill comes 
to 6J per cent. 

Q.—Is it because of lack of funds P 

A.—Yes. 

Q .—Is it due rather to lack of mobilisation? 

A.—There are many borrowers in the field. 

Q .—The Imperial Bank and even private hanks have got ample funds. 
In some parts of the year, they are all full to the brim. None the less the 
hasaar rate is nearly always high and if a businessman wants funds he must 
pay high price for them. We must find a way out of it, if trade is to 
expandP Do you not agree? 

A.—The Imperial Bank has a great name. It is backed up by Govern¬ 
ment. That is the general impression. The Imperial Bank can find at 
4} per cent whereas other joint-stock banks cannot find for 6 per cent. 



Q ,—The itutorial Bank has indeed got funds, but are those funds put to 
tile fullest use S' 1 suggest that this is duo to the defective nature of business 
methods. The imperial Bank must be interested in expanding business, 
but are facilities ampler' 

A.—They can use it by stimulating the indigenous bankers. 

J l.—Why do not the indigenous bankers create and encourage proper 
e bills which alone are acceptable for being discounted at the Imperial 
Bank ? ... 

A .—Accommodation bills will not he discounted by the imperial Bank 
except with the security of the Multuuis. Tile rates there are also higher. 

Q .—Very well. I will put my question in another way. How would you 
enable businessmen to get money at a lower rate of interest? 

A .—Unless you take away the joint signature system it is not possible. 
Q .—Only the Imperial Bank is bound by statute to insist on double signa¬ 
ture. What about the other hanks which are not bound by it P May 1 
repeat once again that the kinds of hundis dealt in by the indigenous bankers 
are not calculated to infuse confidence in the hanks and reduce interest? 

A. —Although'' there is nothing stuted in the hundi itself, it represents 
commercial transaction. 


Q .—But are the requisite documents provided? Arc they not essential? 
A .—The stamp duty is also an impediment. 

<j/.—1 suggest that the present state of things cannot be rectified unless 
the proper trade lull and the proper bill-broker come into being? 

A. —Yes. It may bo so. 

U .—Have your interest rates fallen to any extent in the last few years? 
A.—How can we reduce our interest? The realisation of money is very 
difficult. 


Mr. (luiKilu Me now: They are not coining into competition with them. 
.1.—Wo have no objection to the small traders going to the Impcriui Bank. 
Wo cannot reduce the interest owing to the high rate oi the Imperial Bank, 

Mr. Thomas: What other impediments uro in your way? 

.4.—My opinion is that if you take away tho stamp duty wc can get much 
trade hills. 


Q .~Is the stamp duty a very great impediment? 

.1.—Yes. By reducing it the trade will expand and the Government will 
make up lor its revenue. 

Q .—In regard to the reorganization of indigenous hanking you propose, 
how will you combine them into larger groups? Would you rather that 
they incorporate themselves into joint-stock banks? 

A .—I am for a combination. They must have an organization and they 
must Ik> linked up with the State bank. 

Q .—In order to link up you will have to organize. For that you have 
to start a banker’s institute. Suppose the indigenous bankers organize 
themselves into joint-stock concerns. Do you think it would lie possible to 
apply the Kommandit principle in some formP This might obviate defects 
of a limited concern and give confidence to shareholders and clients. 

A. —Yes, it may lie possible. 1 cannot say. 

V-—You are not against the compulsory registration of money-lenders and 
the regulation of their business by rules and by periodical audit, of accounts? 

A.—Unless some facilities are given they will grudge it. 

The Chari man: Have you given uny serious consideration to the question 
of forming an institute of indigenous bankers? 

A—No. 


(The witness then withdrew.) 
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Wednesday, 89th January 1980. • 
MADURA. 


Fbebent: 

Mr. H. M. Hoou, i.G.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., fh.d. 

Mr. C. Goj'ala Man on, m.l.c. 

Shan Bahadur V. Hameed Sultan Maiuc.uk SaHid Bahadur. 

Mesara. O. PALAHTYAPPA MUD ALIY AH. Shop-keeper and Agent, 
No. 7, Goods Shed Street, Madura, and V. GOPALAKEISHWA 
CHKTTIYAR, doth Merchant, Bwaxni Sannadhi Street, 
Madura. 


Oral evidenoe. 

The Chairman ; Arc you both shop-keepers? What business ure you 
doing? 

A. —Yes. We are cloth merchants and dealers in stationery and soups. 

Q .—Whose capital do you use? 

A.—We have invested our own capital. 

Q .—Where do you get your stock from? 

A.—English piece-goods are bought from N'attukottui Chcttis who own 
big shops here and mill goods from the local mills. 

W T e buy stationery goods locally from other big shop-keepers and 1 am 
the agent for the Kerala Soap Works in Madura. 

Q .—Why do you go to the local merchants lor your stocks when you 
can obtain them direct from Madras? 

A.—We are. given credit facilities by the local merchants, while if wo 
purchase directly from Madras, we cannot get any such facilities. That is why 
we go to these local big merchants. 

Q .—What are the terms of their credit? 

A.—Eor the first 30 days they do not charge any interest, il we fail 
to repay before that they will charge interest. 

(J .—What rate of interest do they charge after the 30 day's? 

A.—14 annas, that is 10J per cent. 

0.—Within what time will a transaction l>e closed? 

A.—We will have always rolling accounts. We will be paying them little 
by little as the goods are sold and get fresh stocks then and there. 

Q .—What is your total volume of business? How much is your own 
capital and how much credit do you obtain from big merchants? 

A.—Apart from my Rs. 1,000 capital on which I can purchuse goods, I raise 
credit facilities to the extent of Rs. 2,(MX). On the whole, therefore, 1 
am doing business with altogether Rs. 3,000 worth of stock. 

Q. —What security do you offer for the Rs. 2,000 credit you obtain from 
them? 

A.—Every time 1 purchase goods from them, they enter the details of 
purchase, their cost, etc., on the day l>ook and obtain my signature below 
on an anna stamp. They do not demand any security. 

Q .—You therefore say that there is no specific pledge? 

A.—Yes, there is no necessity for pledging my goods. 

O ,—How much do you generally take for your living from your shop? 

,4.—1 take Rs. 60 every mouth fur my expenses. 



Q .—What profit do you make at the end of the yfearP 

A.—Including the Its. 60 1 take every month for my household expenses 
and including also the interest on capital, etc., 1 make a gross profit of 
Its. 1,000 every year. 

Q .—Therefore what profit do you make on a rupee? 

A .—Nine pies on a rupee worth of article. 

O .—How many times do you take fresh stock in every month? 

4-—I take a large part of the stock from the big merchants just on the 
eye of -big festivals, such as Deepavali, Chitra and at other times, just to 
replace the goods sold. 

Q .—How much sale do you effect per day? 

A .—J am selling articles to the extent of Its. 50 on an avorage every 
day. 

Q .—Do you ever order goods irom Madras? 

A .—In recent years I have not l»een ordering goods from Madras. 

Q .—How much credit do you get for purchasing stationery locally? 

A .—The local ihercliauts give me a credit for 30 days and sometimes 
60 days. At times 1 get 90 days credit also. 

Q .—Do you sell the soap on cash or on credit? 

A. —For cash as well as for credit. 

Q .—How many days credit do you generally give? 

A.—1 sell also ou 30 days' credit. 

().—You say that you are the agent for the Kerala Soax> Works. Do 
you buy stock on cash or on credit? If on credit, how many day’s credit do 
you get? 

A. —1 buy goods on credit Irom the soap works. First J was given 
credit for 30 days and afterwards when l have increased the business, it 
was increased to 60 dayb and then when I made representation that 1 had 
to give credit to people in Tinnevelly and other districts, the credit facili¬ 
ties were further increased to 90 days and any sales effected prior to the 
date ou which these bills had to be retired, 1 have to remit the money into 
the Imperial Bunk. The understanding is that whether I sell the whole lot 
or not, 1 must pay the money in the Imperial Bank within the stipulated 
time. Often as 1 sell'my goods, 1 remit my money towards the credit of 
my account. 

Q .—Do you ever use the soap us security to the value of stationery you 
purchase locally? 

A.—Sometimes l do also like that. It happens only in the case oi 
those merchants who do not want our soup, but who can take our soap 
as security for the value of stationery they give. In other cases, where 
the. merchants themselves can take our soap tor sale, we simply exchange 
goods. 

Q .—What rate ol interest do the Kerala Soap Works charge after 90 
days? 

A. —Suppose 1 am unable to sell the whole lot of soap within 90 days, 
i must pledge the soap with the South Indian Bank here and raise money 
to meet my bill at the Imperial Bank. 

Q. —At what rate of interest do you ruise the money from the South 
Indian Bank? 

.4.—The rate varies between 9 and 12 per cent. 

Q. —How much capital have you invested in your business? 

A.—Altogether Rs, 3,000; Rs. 1,000 out of iny own, and Rs. 2,000 worth 
ol soap on credit from the Kerala Soap Factory. 

Q .—What will be your outstanding at any time in the yearP 

A.—I only have a thousand rupees worth of stock with me at any 
time. The remaining Rs. 2,000 worth of articles will be always outstanding 
against the people to whom I have sold soap or stationery. 

Q ,—Do you ge.t any better facilities for purchasing stationery in Madura, 
which you could not otherwise get if you order from Madras? 

A.—1 am paying a slightly higher price for the goods I purchase iu 
Madura. Fox this 1 am given credit facilities up to 30 days, which 1 cannot 
get il 1 order them from Madras. But on occasions, when 1 find that 1 
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bah make more profit by purchasing things from Madras, I ask them to 
sand the articles by V.P.P. I may also state that 1 was purchasing stationery 
only from Madras some five years ago. Now 1 have stopped that business, 
after having obtained the soup agency. 1 do business in station ery mainly 
to get on with my soap business. 

y. —What is the extent of your business in stationery ? 

A.—1 am buying Us. 6UU worth of stationery every month. 

y. —Have you got any debt? 

A.—1 have no debt except what 1 have to pay to the Kerala Soap Works 
and stationery goods from the dealers to whom 1 have given soap. 

y. —Have yon ever gone to the Imperial Bank for money ? 

A. —1 hare no account with the Imperial Bank. The difficulty is that 
if 1 want to open an account with the Imperial Bank, i must tiret deposit 
Rs. 250 as initial deposit and 1 must always maintain that auin till 1 close 
my account, i can get facilities only to the amount of deposits or remit¬ 
tances 1 make, over and above this its. 250. it is not possible for me, aB 
a retail dealer, to open any account with such restrictions. On the other 
hand if I want to open an account with the South Indian Bank or any 
co-operative urban hank, it is enough ii I have Its. 10 us my initial deposit. 
1 get all facilities from these banks as the imperial Bank and go on with 
my business, i am also having accounts with the Madura Co-operative 
Urban Bank. 

Mr. Thomu*: Do you deal with Kattukottai Chettis? 

A. —J am dealing with Nattukottai Chettis. 

Q .—Do you take cash loans from them? 

A .—Sometimes 1 take loans from them also. 

Q. —On what terms? 

A. —12 per cent and sometimes 15 per cent interest. 

y. —Do you repay the whole amount as ouo sum or do \ou repay ill 
instalments? 

A.—1 repay the money as oiton as 1 can. 

y. —Do you borrow on promissory note? 

A.—1 write out a pro-note. 

Q .—Do you borrow money on the kaudu sjstem? 

A.—Yes. 

Q. —How is the amount ropuid? 

A.—Once in three months. 

Q .—Suppose you borrow lls. 1UU; do you repay it at the rate, of one' 
rupee per day? 

A.—Yes, 1 am doing like that. 

y.—What rate of interest do you pay for that? 

A.—I pay Bs. 3-12-0 interest which is deducted at the beginning and 1 
got only Bs. 90-4-0. 

Mr. Metrical)': How do you repay that? 

A.—At the rate of Re. 1 a day. 

Mr. Thonuu : Is it a profitable transaction for you ? 

A.—Because of necessity 1 have to get money like that. 

y.—Do they enter the daily payments in their books and give you receipt 
for all sums received? 

A.—When I repay the money they enter it in their books and 1 see that 
they do so. When all the amounts have been paid then the pro-note is 
given back to me. 

y. —Is such a system of taking loans prevalent among shop-keepers 
like yon? 

A.—Yes, most of them take like that. 

Q -—Are there cases in which disputes have arisen as regards repayment 
and difiBculties arose to prove the repayments of money? 

A. —Not much. 

Mr. Oooala Menon: Do big firms carry on this kandu system? 

A.—No. Only very small firms. 9 



Mr. Thomas : In a transaction like that do yon realise how much interest 
you are paying P 

A. —About 24 per cent. 

Q .—Do you know that you can get such small sums at lower interest- 
front co-operative societies? 

A. —I do not know of it. 

Q. —Now that you know it. will you become member of a co-operative 
society? 

A. —I may. 

Q .—Nobody has told you of co-operative societies? 

A.—T do not know much. 

Q .—Have you any friends who arc member* of co-operative societies? 

A .—There are some. 

Q .—Suppose you default your kandu instalments? What will happen? 
A.—It will have to he repaid the next day and if some defaults happen 
like that I will have to pay a penalty interest of two or three pies. 

0 .—Do any such cases go to Court? 

A‘.—Yes, so many. 

—If you go to Court, do you know what interest will l>e allowed? 

.—About 12 per cent. 

(The witness then withdrew.) 
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Wednesday, 89th January 1980. 
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Fiisint : 

Mr. H. M. Hood, J.C.S. {Chairman). 

Mr. P. J. Thomas, m.a., b.ijtt.. ph.d. 

Mr. C. Oopaiji Menon, m.l.c. 

Khan Bahadur V. Hameed Svi.tan Maricaik Saiiui Bahadur. 


MJUly. L. K. TULASIRAM Avargal, B.A., BX., M.L.C., Advocate, 

Madura. 


Oral evidence. 

The Chairman : Are you carrying on hanking business? 

A. —T am not carrying on hanking business. I am an advocate and a 
Member of the Legislative Council. I um intimately connected with the 
dyeing and the weaving industry of Madura. 

Q .—Can you tell us something of the financing of that business? 

A. —These. Sourashtras are dyeing and weaving cloth themselves, but 
the actual weaving is done by the poorer members of the community. 

Q .—But do they not work mostly under master weavers? 

A. —I would call them capitalists. 

Q .—Are they of their own community? 

A. —Yes. capitalists of their own community. They do not know the 
difference between a warp and a weft and hence T would not call them master 
weavers. 

Q. —They dye the yarn and supply the weavers that yarn on credit. Is 
that correct? 

A. —I would classify the weavers into three classes. First the actual 
weaver himself who weaves and sells his own cloth. That is the last 
type of weaver. The other is the weaver who is under a contract. He 
receives the supply of raw materials from the capitalist, weaves the cloth 
and then sells it again to the capitalist himself. 

Q. —Quite so. Is that not the common form in Madura? 

A. —Yes, not only in Madura hut almost in all the weaving centres of 
the Presidency. 

Q. —Does the capitalist get his yarn from the local millsP 

A. —Madura is noted for its fine weaving, weaving of cowls above 60. 
So far as local yarns are. concerned they get it from the local mills. 

Q .—Where does the capitalist get his yarn from? What are the terms 
of business? 

A. —The capitalist buys yarn coming from Manchester, but the man 
here does not buy it direct from Manchester. He pun-liases it from Messrs. 
Rally Brothers and Messrs. Gordon, Woodroffe & Co., who directly place the 
indent with Manchester. m 

Q— On what terms do they buy? 

A. —Messrs. Rally Brothers choose a particular kind of yarn which is made 
from Rea Island cotton. They are experts in selecting the yarn required 
for the Madura trade. Indents are placed by the capitalists here for so 
many shipments and when the shipment comes the bills of lading are handed 
over to the capitalist who clears the goods or sometimes Messrs. Rally Brothers 
themselves dear the goods and hand them over to them. 
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0 .—How is the payment actually made? 

I.—As soon os the shipping documents are reoeived the capitalist pays 
cash or gives a demand draft. 

Q, —How the actual payment is made to the Manchester shipping firm 
is outside our scope but we ure very much interested in the actual distri¬ 
bution in India. How is the yarn distributed? 

,4.—From the houses of those big importers who can he counted on 
fingers’ ends, it is distributed to other people. 

Q. —On what terms? 

A .—Mostly for cash, and in a few cases o» 15 days’ credit. 

Q .—Is it generally for cash? 

A. —Yes. for cash. 

Q .—How is tho cash paid? Is it done through an agent or by V.1MV? 

A. —Generally the firm that distributes has a branch in Madura and in 
Madras and payment is made through them. 

(f .—Ts the capitalist working on his own capital? 

A .—He generally works on bis own capital, but sometimes ho borrows 
from the Imperial Bank. 

Q. —If he borrows front tlic Imperial Bank is it on personal credit cr 
on pledge of the goods? 

A .—It is on bis own personal credit. 

Q. —Do they borrow much? 

A.— They do not borrow much. They trade largely on their own capital. 
Their capital will be about 75 per cent and it is only when hard pressed 
to meet some demnnd that they borrow. They avoid the hankers as muck 
ns possible. 

.lfr. Thomn*: Ts there any special reason why they should avoid the bank? 

A. —They consider the hank as a serpent which will bite them if they 

go near. They think if yon go and borrow they will come and sell yoiiV 

shop and put you to disgrace. The bankers are nol in direct touch with 

tlic people. They do not move on social terms with the people. They 

treat the Indian merchants with contempt and the merchants also have 
come to treat these hankers with contempt. Brotherly feeling is what is 
wanted. 

Q .—Apart from that wliat about the agent who lias a firm in Madras 
and a branch in Madura; does he give yarn only for cash? 

.4.—It is all on cash terms only. Rally Brothers and other firms do not 
allow any credit at nil especially after the War. 

<?.—The capitalists give yarn to the actual weaver and the weaver gives 
it to him after weaving? 

A.— Yes. 

(f. —Small capitalists buy for cash or short credit? 

.4.—The weaver takes the stuff to weave and gets in advance the materials. 

Q ,—Very little in cash? 

.4.—Quite a small amount. 

Q ,—Then he weaves the cloth and takes it hack to the capitalist who 
supplied the raw material? 

.1 .—-Quite so. 

Q. —The capitalist puts an artificial harrier by supplying the raw materials 
at 10 per cent above the market rate so that the man might not sell it 
outside? 

A. —The weaver is not able to sell it at the market price as he has 
taken the raw materials from the capitalists. The man is not able to sell 
in tho market as he has purchased it at an inflated price. 

Q .—He has not paid for it? 

A. —Yes; it has l»een credited to his account. He will be a loser if he 
sells in the open market. 

Q .—Suppose he does so because he has no idea to pay for it? 

A. —There is an aocount and it has been put into his account. Thus he 
is prevented from selling it outside. 

Q.—T do not catch the practicability of enforcing it? 

A—He is destined to ruin himself and sell it at lower rate? 

38 
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J .—The point is that he has never paid for itP 
.—No; there is his credit. He will have to pay. 

Q .—Am I right in supposing that the bulk of the weavers are con¬ 
siderably in debt to the capitalists P 

A.—-No; a shrewd weaver would not be in debt. The intelligent weaver 
whose demands are not much and who lives economically can be free from 
debt. But 50 per cent of the weavers are indebted to the capitalists. 

0 .—Is there any prospect of those weavers getting out of that debt? 

A .—The only thing to make them free from debt is to give raw materials 
on credit system. If we make arrangements to supply them with yarn 
and silk laces on the credit system and make it a finished product then 
they will be free from debt. Bo long as he is there to go and look to the 
capitalist he will be in debt. 

J .—He can be given credit until he pays off his debt? 

.—Nobody would give him when he is already a debtor. 

Q .—Is there no security for further credit? 

A.—Excepting his loom and weaving instruments there is no security? 

Q. —Besides supplying yarn what part does the co-operative societies 
play in the weaving industry? 

A.—I started it. I planted it. During my al>senpe in England an 
enthusiastic workor was managing it. He, wanted to learn some experience. 
He distributed ten thousand rupees to the weavers. The weavers brought 
cloths which were not fit even for curtains. This gentleman was not able 
to examine and see whether it was properly woven. Thus we bad to lose 
about ten thousand rupees on that experiment. 

Q .—You are getting some profit on account of the sale of yarn? 

A.—It is the sale for commission at 4 per cent. If you really want to help 
them you should lend them money to pay off their old debts. 

Mr. GapaUi Me.non : You are fully acquainted with the yarn and dyeing 
business of this city? 

A. —T have not got sufficient acquaintance with the business. 

Q .—Yon said a little while ago that the bulk of yarn trade business 
is in the hands of four big people in Madura City? 

A.—Yes. 

Q .—They mostly buy Manchester goods from Messrs. Rally Brothers. 
Gordon and Woodroffe, Taylor Jt Co. and Tetley and Witley. Yon said that 
these dealers have to pay cash down immediately? 

A.—They have to pay cash on delivery of the bill. Tf it is n consign¬ 
ment order it is on clearing the shipping documents. 

Q .—Is it the case with all those four firms? 

A.—Yes. 

J .—In Madras they give credit P 

.—I do not know much about it. Before tho War they wore giving 
credits. 


Q .—I want to know whether the importing firms are really financing 
or helping the yarn traders here? 

A.—There is not much credit here. 

0 .—Do you know that some firms have got branches and they keep 
stock and deliver goods? 

A.—Messrs. Rally Brothers have got a selling agency. They do not give 
credit at all. 


Q .—Any other important firm? 

A.—Messrs. Beardsell are dealing on artificial silk and thoy have started 
on cash business. 

Q .—No other firmP 

A.—I know of thone firms only. 

Q .—The yarn which these four people purchase, are they using it them¬ 
selves or delivering it to small weavers? 

A.— They purchase it for local consumption. 

Q .—Is it all coloured? What kind of yarn they buy? Grey, white or 
coloured; bleached or unbleached? 

A.— Yarns which are dyed at Madura are below 40 counts. Verv rarely 
44 to 54 are dyed and that too in a small quantity. 
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Q .—Yarns which they dye arc woven into cloth P 

A.—Yes. 

O .—Those they huy below 40 counts are all dyed for sari work? 

A. —Yes. 

Q. —Hus Madura developed in dyeing trade? 

A. —Yes. It was started in the year 1897. 

Q .—L wish to know whether the yarn which they dyo are made in Indian 
mills or imported from other countries? 

A. —The yarn which is dyed locally at Madura are all local mill yarn. 

Q. —Do you know whether they are using any Japanese yarn? 

.4.—The hulk of it is Indian mill-made yarn. 

Q .—Has Maduru developed in dyeing business? To what parts of India 
Madura is exporting this yarn? Do they export outside Madras? 

/I.—No. All that is dyed in Madura is consumed by the following 
districts: Tiuncvelh’; Madura, Coimbatore, North Arcot, South Arcot, Salem, 
u little of Nelloro and Northern CJircars. 

O,—Wherefrom do you get dyes? 

,1.—Wo get it from Germany. 

Q .—.Before Madura developed the dyed yarn trade do you think that the 
imported coloured jure business thrived? 

.4.—Mr. C'hatterton lias drawn a monogram on that. It developed from 
1S77 till 1911$. War had nothing to do with that. War killed the dyeing 
business. I w as sent on deputation to the British dyeing company at 
Silvertou for getting alizarine. War had nothing to do with it. 

Q .—What 1 want to find out is whether Maduru has developed in the 
art of dyeing lower counts of yarn and whether it is coni]>cting with the 
imported coloured yarn, both Manchester and Glasgow? 

.1.—The business lias developed from 1900. 

Q .—You told the Chairman that the co-operative societies are doing 
ynrn business; nothing in the interest of tlio weavers? 

,1.—They are doing their business which docs not improve the interest 
of the weavers but their object is to help them. 

Q .—Do they buy yarn locally or from Madras? 

A.—They buy it locally. 

Q .—Do you think that they are making their purchases to their best 
interests ? 

.1.—If they were to go out of Maduru they will not be doing more 
economically. 

Q .—1 wish to know whether the facilities lor financing tlio internal trade 
in the city is adequate und 'wliat agency is financing this trade in the 
town. 

A.—Financing facilities are not adequate. 

Q .—In what respects? 

A.—Bunking facilities are to be expected from the Imperial Bank, ludiau 
Bank, merchants and Multunis. 

Q .—How is the interim! trade financed sturting with tlio threshing floor 
fill it reaches the town? 

A.--The money-lenders finance these people who want to purchase. 

Q .—Do merchants finance theinP 

A.—The business of the money-lender is to udvauce money for these 
people. 

Q .—A to they also merchants? 

A.—Yes. The man who lends money in very rare eases may lie a mer¬ 
chant pure und simple. 

Q .—Do the wholesale merchants go and purchase the commodities or 
arc those commodities brought to their place? 

A.—There are. certain articles which are ordered wholesale like chillies, 
oottou seeds, other navutinni/iniin and dhnll. These things ore purchased 
from the places where there is a large crop and ns regards cotton trade 
they are locally purchased. The people who grow them stock them and 
the stockists purchase and sell them to the people, 
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Q .—What is the part played by the indigenous bankers in this trade P 

A. —Bankers purely lend money. He is getting 10 or 15 per cent interest. 

Q. —-Does he not risk his moneyl 1 Hoes he lend on those commodities? 

I.—He never lends on the pledge of commodities. 

Q. —On what terms do they lend? 

A .—On the security of two persons. 

Q.—For what period? 

A .-—Ninety days. For this short time they got a high rate of interest. 
They take hundies. 

y.—You have got other class of money-lenders and joint-stock banks. 
What is the difficulty in obtaining an advance from joint-stock banks or 
other bunks which are lending ut u lower rato of interest. 

.1 .—The difficulty is thib. There is always the eternal fear that wo 
have to pay on the duo date. Otherwise they will tom tom and Bay that 
so and so has failed. 

Mr. Thomas ; Is that four well grounded ? 

A. —Yes. The indigenous banker has not got that machinery. 

Mr. (Souala Me. ii on : You sa.v that the rate of interest of the indigenous 
banker is high and still the people in the villages are willing to go to the 
indigenous bankers. Have you any suggestions to make for the improve¬ 
ment of rural finance? 

A. —Fill other banks up with all Indians. 

Q .—It is all run on Indian lines and by Indiuns? 

.4.—Even though run by Indians the sting is there. There must lie a law 
for both tlic borrower and the lender and summary procedure must be got 
away. There should be a good relationship between the customer und the 
banker. 

The Chuirmun : You will not cut the bottom ol credit? 

.4.—No, 1 will not. 

<j>.—You want to give him the concessions and at the same time not 
to worry him if he does not pay on the due date? 

A .—Give him some grace. 

Q .—What is the basis of credit? Is it not prompt payment? 

.1.—Yes. But he expects another man will pay him and tliat another 
expects a third muu to pay him and thus there is a sort of u chain of 
disappointments. 

Q .—What is that due to? Is that due to dishonesty or slackness? 

<4,—It is poverty and not dishonesty. 

Mr. Gupulu Menon : You are now fighting lor rural reconstruction and 
things like that. Along with the rural uplift we want to raise the credit 
of the villager in some way or other. As a public man it is your duty to 
help the committee by suggesting ways and means for doing that. You 
liuve visited England and other pluces and you have seen very many banks. 
You must be in a position to suggest some ways and means. 

A. —1 see that. I am only asking for that boon. 

Tlic Chairman: But is it a lioonP 

A.—The little facilities that you will be offering will be considered by 
them to lie a great boon. 

Mr. Cupola Menon: What we want to know is how to organize tbo 
village credit. Tho thing is there ought not Ik> any difficulties in tiie way 
of people who can lend money. 

Q.—They are getting credit from the co-operative primary societies. 
In the same wuy do you think that joint-stock banks can be brought into 
existence in the villages? 

A.—When these banks go to the villages the villagers will really under¬ 
stand their value. Now the banks are all in the cities. 

Q .—So you say that it is the want of banks in the villages that is the 
cause? 

A.—Yes. The bank has not gone to the village. But I want the banks 
to be taken from the cities into the villages and make the villager under¬ 
stand that here is a good thing. 



the Chairman : Will the. man that runs the bank be in the village!' 

A.—Yes. 1 will put the population of the village at 5.(XX) or 4,000 and 
not a tew hundreds. 

Q .—Do you quite agree with the statement mude in the Agricultural 
Commission’s report? You suggest that further credit facilities should be 
given to the ryots? 

A. —At least sis months’ credit should be allowed to them and not the 
present short term of 9(1 days’ credit. The man takes the money home and 
before he has any time to get money for repayment the period of 90 days 
is over. He must be given longer credit and the banks must receive 
the money in instalments. A man may borrow Hs. 600 and ho may not 
be able to pay tbc whole amount in a lump sum but ho may be. able to 
save something monthly which, if not got by flic lender in time he may 
squander in performing marriages, nuptials and other ceremonies. 

Mr. Thulium: You are speaking of tho villagers? 

,1.—Yes. 

The Chiiiniiun : Is the period from the time he borrows till tho time lie 
reaps the harvest six months '< 

A .—Between the sowing season and the reaping season there will be 
only 120 days and therefore six months’ credit will suffice. 

Mr. Cupula Mr mm ; The chief handicap now for financing by hanks in 
the rural area is the absence of guaranteed custody of gouds. Have you 
got any proposals to makes' 

.(.--f would say in regard to that there should he bonded warehouses. 
There the goods which arc finished goods, like dyed yarn, are packed into 
bales so as to occupy less space. 

V - By whom should it Ire run!' 

.1.—By the Imnking authorities. 

V- -Should it lie on u licensed system? 

.1.—The present system will do. 

<J .—Wliut is the present system? 

.1.—That which is done in regard to paper. 

(J. —l>o you want the Government to build the warehouses and lease 
them out? 

.1.—No. They may as well take sufficiently good houses that, arts already 
in cxistenee and where there are. enough facilities. 

(J .—Who is to lie held responsible for maintaining these warehouses? 

.t.—That can bo laid on the chairman of tho municipality or some special 
body may be appointed for the purpose. 

(,!.—Do you want deposits to be taken from the people who run the 
warehouses? 

A. —Yes. 

(J .—Do you find any handicaps in accepting the railway receipts as titles 
to projwty? 

A.—There are certain businesses which differ. Goods are sent to some 
customers on credit and there the railway receipts will not have a money 
value, if they are sent as V.l’s. then they may have a money value and 
serve, the purpose. 

(f .—Do yon want the present risk note forms to Ihj changed to that 
end ? 

.1.—l want a lot of alterations to he made there. 

(J .—You think that tho railway receipt must lie altered? 

A.—It must be. it only protects the railway. But it leaves the people 
iu tho lurch. 

The Chairman ; It is said in tho Agricultural Commission’s report that 
to lavish credit on those unaccustomed to its proper use is to condemn the 
liorrowers to certain financial destruction.’ Do you agree with that 
statement ? 

A.—1 think that the picture is rather overdrawn. 



Q .—That has caused too much trouble—lending money to a person who 
does not know how to repay. 

A.—To give facilities of easy credit is not to condemn the borrower. 

Mr. Thomas: You were speaking of the money-lender being more generous 
than the bank. Is it really an advantage? 

A.—It is not exactly an advantage. The money-lender does not put 
the rope round the neck of the borrower all ut once on the date when th» 
period expires, it is only u question of a little more time. 

Q .—But should not the lender insist on the payment on the due date 
if he is to get the money ? 

A. —Theoretically speaking the lender must remind the borrower to 
keep his word. 

(f .—Does not sound business depend upon the punctual performance 
of ton tracts? is laxity in enlorcing such contracts beneficial in the long 
run ? 

,1.—We should allow the people some time to lourn. For some time it 
should uot be enforced internally. You must give them some sort oi facilities 
until they learn. You must extend it to one or two years by which time 
they will have loamt the value of payment in time. 

O.- You were talking ot urban credit? 

.1.—Yes. 

(J .—Do you think that urban classes waul only sboit-torni credit facili¬ 
ties? 

.4.—The present short-term is the idea taken from the Provincial Insol¬ 
vency Act. making the translcr ol property within HO days oi the filing of 
the insolvency potitiou null and void. In the case oi such tiausfcr the 
Multunis will nut be affected because they resort to the 00 days’ credit. 

4>.—So the transactions with the businessmen should be ouch as could lie 
concluded within a short period? 

A. —1 do not say that. 

Mr. (royw/u Munoii ; We were told during the last lew days that lh" 
bankers here feel a good dcul ol difficulty in not getting their suits hoard 
in u short-time. l)o you think that there is any truth in that complaint? 

.4.— I think that even now the courts ure going at a break-neck speed 
ltecuusc the statement of disposals, and even graphs are being asked for 
by tlio judges and even then they ask why there is a delay, in spite of the fact 
thut they are going at such u spued, lu regard to these bankers, to my 
mind it appears that the moment they rush into tlic court and file a suit 
they want it to lie disposed ot. That will bo simply bringing the British 
justice into contempt. 

Q .—What is the usual time taken for a money suit on a pro-note? 

A.—120 days. It is only when there is gnilt on either side that the 
matter conies to the court. 

(J .—Do you agree with them when they suy that summary procedure should 
lie adopted? 

A.—It should not be adoptod. 

Q .—Do you think that these hunk suits should be lieurd by ail arbitration 
board for the sake of speedy disposal? 

A.—I am in favour of arbitration lioards for the disposal of suits as 
well as the ordinary civil courts hearing suits. In arbitration boards also 
there will not be miscarriage of justice. 

Q.—Is there any difficulty felt on the part of the bankers in having 
their suits hoard in proper time? 

A.—What 1 understand is that these baukers want facilities for getting 
the property the moment they get the decree. Jt is that facility that 
they want. 

Q .—So you do not think that summary procedure should be adopted in 
the mufassal towns? 

A.—It will not be in the interests of the borrowers who should be given 
os many facilities as the lenders enjoy. 

Q .—But in the alternative you are for suits being heard by the arbitra¬ 
tion boards? 

A.—Yes. I have more faith in their wisdom. 



Mr. T homat: It was represented that in recent times the Imperial Bank 
and other joint-stock hanks are dealing directly with the businessmen and 
that it works hardship on the indigenous hankers. Is that tiue? 

A. —The Multanis must die a natural death. He is an exotir plant. 

I am a great believer of Mahomed Nibi. T would for that reason become 
a Muhammadan to-day. The religion that eschewed interest is the religion 
for Tndia. 

Q .—Why do you call the Multani an exotic plant? 

.4.—He'is a very Shvlock. He sucks the life blood out of the people. 

Q. —Are. they serving a legitimate purpose in this country? 

A .—They want to make money out of the purses of others. If they 
loud at the usual rate charged by the other institutions, then it is an 
institution which f would like, lint as it is the Multani should go hag 
and baggage. 

q —What about this tendency on the part of the Imperinl and other 
joint-stock banks dealing with businessmen directly? 

A. —Tt is un exaggeration on the part of these indigenous hankers that 
the other hanks are trying to find out their clientele and attract them. 
On the other hand, the man who has been going to the Multani after being 
stung by the scorpion goes to the joint-stock banks. 

Q .—Wlint advantage does he get thereby? 

A .- The rates are considerably less, at least ft per rent less than they 
have been getting from the Mnitanis. 

Q.— Tint do not the'hanks insist on double signatures? 

A .--There is the trouble. T want the hanks to take one signature nnd 
to take the security of house property. 

(,).—Tint is not the Imperial Bank precluded liy statute from tnking 
security of immovable property? 

A.-- 1 am speaking of a new hank that should come into existence. 

0 Why should not the Indian joint-stock hanks do that? 

A .—When all the monevs of (he country are in the Imperial Bank : t 
is hut right nnd proper that we should expect the Imperial Bank to do 
tins. So long as ii is using Government money | will ask them to give 
us the facilities. 

Q .—You spoke a while ago that the bank is a serpent. Wlmt did you 
really mean P 

.4.—1 was having in mind the instance of tlio Chinnin Komba people. 
They were a noble family nnd had a very good business for years together. 
The man who was conducting the family business was not able to meet the 
demand one day and all the officials went to him and demanded payment. 
Naturally he could not meet all their demands and they locked llis shop 
nnd one of the biggest families, the owners of tile C'biutadripet mnvket in 
Madras,, was ruined. There the cashier did a hasty action and as a result 
of that all the officials flocked in and put all sorts of difficulties on the wav. 
After all, what they got was only a very small sum. T do not accuse anybody 
of corruption or other things. 

Q —Do you mean to sav that there are many difficulties in the matter 
of approaching the authorities with application for loans? 

A .—The lowest official will not allow'. He will sny that the applicant 
is not trustworthy and so on. 

Q ,—Who are the actual persons at the bottom of this trouble? 

A.—The cashier of the hank. He is the bandicoot. 

Q .—Has the cashier such absolute authority? Ts he invariably disinclined 
to help? 

A. —There are good fellows and there are had follows among them. Tt 
is through the enshier that the applicant has to go and he will not allow 
him to go until all these jamabandi bandohusts are made. 

0. —You spoke of the Multanis’ rate l>eing hard. Tt is said that thov 
lend at 2 per cent above the bank rate. Ts that hard as things are to-day P 

A .—What is put on paper may not seem to he hard. 

0. —What then, is their actual rate? 

A. —12 to 15 ]>er cent, T can ask some people to produce their discharged 
pro-notes for Rs. 10,000 and Rs. 12,000. 
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Q .—Will you produce them? 

A .—I will try to, hut T cannot give you an undertaking. 

The Chairman: But do they represent the real transactions? 

A. —Yes. Why, their accounts will prove that and nobodv is going to 
inflate the accounts. 

Mr. Thoina»: Do they always receive the amount mentioned on the pro¬ 
note or is the interest deducted at the outset? 

A. —The Multanis deduct interest, commission and everything at the 
lieginning. 

f .—Fs it the same with the larger loans also? 

.—Here the clerk will attend to those things. 

Q .—Yon think, therefore, that it is necessary that businessmen should 
directly deal with the Imperial Bank? 

A. —Yes. Tt is then only that there will be safety. 

Q .—What are the other difficulties that now stand in the way? 

.4.—Every month a list of the names of the loenl persons with the limits 
to which they could be trusted should tie prepared by the advisory board 
consisting of local merchants and sueh men should he given on their own 
security and no joint secretary should lie insisted upon. 

(The Chairman left and Mr. C. Gopala Mpnon presided.) 

Mr. Thtmtag : Are there any Marwnris here? 

A .—There are no Mm wans in Mmlnru. excepting three or four Multanis. 

Q .—You know about the business of the Knllidaikurichi Brahmans? 

.4.—Yes. S. Pf. Suhbier’s firm has come hero. 

Q .—How do their terms of business compare with those of the Multanis? 
A.- At least they may show a concession of half a per cent. There is 
not nnv very large difference between the two In principle they both 
go together. 

Q .—What is the profit that these indigenous hankers get on their trans¬ 
actions. after deducting what they pay to the Imperial Bank? 

A —Leaving all mnrgins. they must make 4 to 5 per rent. 

Q .—Has not that margin been reduced hv competition 9 
A. —They are sometimes hit also with had losses and had debts. So thev 
have to raise their margin of profit. 

Q .—Do you not think that the 'Multanis are clever in collecting tlieii 
debts ? 

A .—Here and there they find some difficulties. 

Q .—What is the nature of the financial dealings ot the Nnttuko* fc;ti 
Ohottis in this city? 

A .—The Nattukottnis simply arc doing <linamri rnddi business, taking 
Rs. 5 for even' Rs. 100. That is the kandu system. 

Q .—What do you think of that svstem? 

A .—It is the worst system that ever is allowed to exist on the face of 
the earth. Tf it is worked out the interest comes to 40 or iV5 per cent. 
Only the Ravuttars resort to such loans and even though they have been 
very prosperous in their trade thev have come to grief. 

Q .—Ts it not a convenient system by which the amount borrowed e.jn 
he repaid in instalments 9 

A. —That is only in appearance, The lender knows very well that the 
instalments are not going to lie paid in instalments. 

Q .—Suppose he does not pay the instalments on the due dates. Whnt 
happens ? 

4.—The debtor will he sued for the whole amount all at once. The 
court conies there with its salutary provision that this is penal interest 
and reduces the penal interest. 

Q .—Are not all these transactions entered in their books? 

A .—They may keep a number of books, 

0 .—Do you know of any such actual case? 

A .—T know that at least for income-tax purposes they have duplicate 

books. 



Q .—In regard to this kandu system, what are the inconveniences felt by 
the borrowers P 

A. —In the kandu system the interest when actually worked out is very 
very severe. The rates are simply exorbitant. 

Q. —Are there, any cases in which the money-lenders do not enter the 
amounts paidp 

A. —I do not know whether snch complaints are true or not, bnt the 
complaints are there. 

Q. —Is it true that the other money-lenders also are giving on the kandu 
system P 

A. —There arc a number of people giving on tbe kandu system here. 
Actually a numbpr of people came to me and asked me ‘ Why do you not 
put down this kandu systemP’ and I replied ‘Give me the particulars 
and I shall make a move in the matter All people are shedding tears 
actually over the horrors wrought by the kandu system. 

Mr. Hameed v Sultan Maricair: Do the Multanis practise the kandu 
system P 

A. —No. 

Mr. Thomas-. Who then arc the others practising it? 

A. —The tukhavatit. 

0 .—What are the classes that come under the category of sukhavasis? 

A. —Any man having plenty of money and living at ease. 

Q. —Do they belong to different communities? 

A. —Yes. That is not confined to any one particular community. It 
is only the Muhammadan gentlemen that do not partake in it. 

Q.—What percentage of the transactions in this city nro of this nature? 

A. —About an eighth part of the transactions in the city can he said 
to be of this nature. 

Q. —Coming on to weaving, could yon tell us why the weaver is bound to 
give his finished goods to the capitalist? 

.4.—That is because of the oppandam system. For instance, I engage 
50 weavers and I give them the warp, the bamboo and all the accessories 
and the appliances for weaving. It is the capitalist who supplies even 
the gold thivad. The weaver only contributes the labour and he sells it at 
so many annas a cubit. The prices at which these raw materials are 
supplied to the weaver have been so much enhanced that the weaver cannot 
go out and find a sale in the market for him to get any margin f<y himself 
after meeting the amount due to the capitalist. 

Q. —What remedies would you suggest for this? 

A .—Tn my opinion big co-operative societies must be started supplying 
raw materials necessary for weavers, including silk, yarn, geld thread, 
etc. 

Q .—Have you made any experiment in thnt direction? 

A .—We have not made any experiment in that direction. But my 
suggestion is that if we stock all these raw materials, such os yarn 
from Manchester, French gold thread and artificial and real silk from 
Japan and supply them to the weavers on six months credit, it will go a 
great way towards solving the problem. 

Q .—Do they find any difficulty in marketing their produce? 

A. —There is absolutely no difficulty in marketing them. Only the weaver 
must not he allowed to have his own ways. If he is not properly checked, 
ho will begin to swindle. So a careful watch ought to he put on the 
weaver so that he produces only the saleable commodities. If that is done, 
wo would have solved our difficulties. 

Q .—What is the reason for the slow development of co-operative societies 
in this direction? 

A. —There is co-operation and there are co-operative societies. They are 
now slowly developing. But they are not enough. We want really people 
who will have some experience in the business. The office-bearers of the 
co-operative societies come in by popular votes. "They have no experience 
of tne business and. while such is the case, how can we expect the co-operative 
societies to develop rapidly in this direction? 
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Q.'—Suppose the whole business is organised on the same basis as A 
capitalist enterprise with expert advice and up-to-date appliances. May it 
not succeed? 

A.—I thank you for your suggestion. We have not yet tried that. 

p,—In regard to such large enterprise, do you think that honorary 
work will be of any use? Is it not worth while employing paid hands? 

A.—I think it will certainly pay. 

Q .—Can you tell me the relation between the toy-makers in the city of 
Madura and the toy-stockers that trade in them? 

A.—There aro a few merchants who are engaged in toy trade. They 
generally advance money to the artisans. They also give them yarn, silver, 
etc., for preparing the toys. They only give them the charges or tne coolie for 
making the toys and export thorn to foreign countries, such as America, 
Brasil, etc. The poople of America buy these toys for placing them in their 
museums. The result will be that the toy-stockers only get the profits out 
of them, but the poor artisans are simply to remain content with' their 
coolie. 

Q. —Do you think that there is mueh sweating going on here? 

A.— T cannot say that there is a grant deal of sweating going on. The 
profits go only into the hands of the middlemen, while the artists do not 
get the money they deserve. They only get a living wage, if not a sweating 
wage. If they were to have the profits which the middlemen now take, away, 
they will be able to get twice or even thrice the amount they are now 
getting. 

p.—Have you tried any methods on a co-operative basis to remedy this 
evil? 

A.—I have not tried any seriously. On one or two occasions I have 
tried, but that has not proved u success. We had plenty of miserable 
experiences. 

P. —Was it due to lack of organization ? 

A .—It was due to several causes, but luck of organization was the 
prime cause. That failure lias strongly impressed into out- minds the neces¬ 
sity for a strong organization. The artisans must be usked to go and work 
in a sort of common place, say, a school, or an institution. Madura has 
won a famous name for its good carving industry, ff this is organized 
by some big capitalists, it is sure to pay. There is a large demand in 
Germany, America and other places for Madura articles. 

p.—Then why not you organize a eo-oporative society chiefly for market¬ 
ing purposes? 

A.—1 think it may be done. 

Q. —Could not such a society supply the artisan with the necessary raw 
materials, and make advances to them and above all, could they not estab¬ 
lish a regular relationship with other countries. Have we studied our markets 
properly ? 

A.—I welcome the suggestion. If only a handful of people join together 
and take interest in the matter, the problem may easily he solved. It is 
only a question of men, with willingness to join. 

p.—Do you not think that some of those people who have money conld 
really make a tetter income if they so organize? 

A.— J said it is undoubtedly possible. But there is also at the same 
time the fear of competition. If one society is started like this and if it 
really proves profitable, there will be ten societies immediately started to 
crush its business, and there will be unnecessary and unfair competition. 

Q. —You spoke of three grades of weaving trade? Can you tell me what 
they are? 

A.—The first is the poor weaver who spins and sells his yam in the 
towns. The second is the capitalist weaver who himself weaves and organizes 
the weaving trade. He starts four or five looms, engages coolies to work at 
them. He sells the produce to other people and thus makes money. The 
third is a bigger capitalist who encourages the weaving industry as a 
whole. He collects the number of weavers, opens a big factory, and asks 
them to work in it. He himself opens a shop to sell and to export the 
produce and thus earns a bigger sum. 
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Q. —You expressed die opinion that the laxity of the indigenous money¬ 
lenders in regard to repayinont is an advantage. Do you not think that it 
will lead to the ultimate ruin not only of the borrower but of the lender 
as well!* 

A. —Ultimately it may, but rarely it does! It is not the ruin that 
he is very careful about. It is honour that he wants to maintain and it 
is the honour that be does not wish to lose. Under this impression he 
lives throughout his life. He is uiorc or less a spoiled child und when 
this impression gains ground, he cares very little for his ruin. But he is 
at the same time caretul enough to see that he gets his money back; he iB 
making more and more money by giving this concession or that. He lives 
among the people, lie knows their circumstances, their standing and thoir 
ability to repay. If with all these a crush comes in, lie must meekly 
submit. 

• 

Q .—You know that in recent times the Marwaris (if not the Multauis) 
have also settled, in villages and are lending money to villagers freely? 
Do you think that it is advantageous to the ryots? 

A. —After their advent several families have come to grief. 

Q. —Do you know of specific eases? 

A.-—There may lie about six or seven lamilies to my knowledge. They 
are first of all very lavish in their credit, but when time goes on they 
begin to shine in their true colours. 

Q. —Do the Multauis compete vigorously with the Indian joint-stock 
banks ? 

A. —They do not compete; in fact they cannot. They have not touched 
even the fringe of the industrial population. 

Q. —Is not the Multani controlling the local money murket to u large 
extent ? 

A. —The percentage ot the two will he 75 and 25. It is only those people 
who are not getting any help from the joint-stock banks go to the Multauis. 

Q .—Is it not a iuel that most merchants and businessmen now require 
the assistance of the Multauis, as they have not established sufficient contact 
with the Imperial Bank? 

A.—l do not think it is the case. People who have some culture and 
who know that they must pay in due course when they would not be troubled, 
only those people, go to bunk. But people who have no education and 
who are afraid of the terms imposed by hanks do not go over there. It is 
only the latter that go to the Multanis. 

Q .—Is their business now on the increase? 

A.—l do not think it is, so. 

Q .—Can you tell me why many Chettis have migrated from South India? 

A.—The reasons are obvious und it is a delicate question for me to 
answer. L may also add, that there is one old village to my knowledge which 
was occupied by Nattukottai Chettis puvely. Now after the failure of 
some of the Nattukottai Chettis, there is not one Chetti there. 

Q. —Is it a tact that the extension of business outside India by the 
Chettis is due to very unfavourable conditions in this country? For 
instance, delay in civil proceedings, and increasing expediture in such 
proceedings, frequent insolvencies and so forth? 

A. —J think court’s delays have not contributed to such an extent. I 
should think that they find more fools there who are likely to borrow from 
them at any rate they might demand. Here in India we have found thorn 
out. It is only there that they are able to spread their net. 

Q ,—Have you any intimate knowledge of their conditions? 

A.—I have 40 years’ experience with them in Madura. 

Q. —Do you think that rates of interests during the lust 40 years have 
gone down in the town of Madura? 

A.—It is also rather a difficult question to answer. In some depart¬ 
ments it has grown up, in some it has gone down, in some it has stabilised 
and in some others it has always been changing. 
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0.—Are there sufficient banking facilities here? 

Jl. —We have no banking facilities at all. X have already told that there 
are ever so many obstacles in the way. Unless all these things are removed, 
it is not possible to get any more banking facilities. It is easy for a 
man to export but it is difficult for him to import on the same terms as 
he exports. I may also say that there are no facilities for the internal 
trade. 

O.—What is it due toP 

A.—It is not a question of lack of banking facilities in the up-country 
regions. If only our English friends will make up their minds to be 
more liberal, I think the problem is solved. 

Q.—1b it a matter of English friends onlyp Does it not apply to our 
Indian friends os well P 

A. —It is not a question of Indians at all. They have neither power 
nor position and it will lead me to a pretty good length if I am to answer 
that question. But only take alone the question of cheques. There are 
different colours of cheques, one for ono community and the other for 
another, thus indicating shades of distinction. If one cheque of a parti¬ 
cular colour is brought to the bank it is’ easily honoured. The other 
cheque takes a lot of time to be cashed. 

Q .—I do not know of any such thing. 

A .—It is news'to me. As a matter of fact there is. The cheques beur 
different colours which lead to different treatment. If the colour of my 
cheque is to their taste, they pass it on immediately. 

Q .—Have you anything to say about the difficulties in regard to 
the remittance of money P 

A. —We are not getting any proper interests on the amounts we have. 
Nor are there any facilities afforded for raising any overdraft. If I want 
an overdraft of 3,000. a lot ol' questions are asked and impossible restrictions 
are imposed on me. 

Q .—Can you suggest any methods to overcome the difficulties you refer 
to? 

A. —In the first place wo must have an advisory committee formed in 
each bank which must draw up a list of persons to whom money must be 
lent on the single signature with any other additional safeguards if neces¬ 
sary, among the various applicants for loan ; If this is done, it will go 
a great way towards minimizing the difficulties which many people nowa¬ 
days suffer. 

(The witness then withdrew.) 
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Thursday, 30th January 1930. 
MADURA. 


Present : 

Mr. H. M, Hood, l.C.S. (Chairman). 

Mr. P. J. Thomas, u.a., u.litt., mi.d. 

Mr. C. Gopala ^Meno.v, m.l.c. 

Khan Bahadur V. Hameed Svltan Mauicaik Sahib Bahadur. 


MJURy. G V. GAN ESA AYYAR Avargal, B.A., B.L, Beoretary, 
The Tanjore Permanent Fund., Ltd-, Tanjore. 


Oral evidence.* 

Tliv Chairman,: You aro running the Permanent Fund in TanjoroP 

A. —Yes. 

Q .—Any difficulty about that? What does it do? 

A .—The fund is both a -savings institution and u lending institution. 
The fund is based on the share system, extending over 45 months. The 
value of each share is lto. 1. People go oil paying one rupee a month 
for 45 mouths and in the 46th month they are paid Rg. 50. During these. 
45 months the major portion of Iho profits are also distributed to the 
subscribers. For the Rs. 45 thut the subscriber pays he will get a minimum 
of Rs. 51 und a maximum of Rs. 52. In the 46th month he gets Rs. 50, 
Rs. 45 being the amount paid by him and the remaining Rs. 5 being the 
guaranteed interest. Out of the profits of the fund also he gets Re. 1 or 
more. 


S .—How often does he get his profits? Is it once a year? 

.—Yes. 

Q .—On what he has actually paid up-to-date on the share? 

A.—Both on the basis of the money paid by him, the number of share* 
taken by him und the number ol months those shares have run. 

Q .—In that way you raise share capital? 

A .—What we call sharo capital is raised in that way. 

Q .—The value of a share is shown as Rs. 50? 

I.—Yes. 


Q .—What do you do with it? 

A .—The major portion of the money is loanod to subscribers themselves. 
We do not have transactions with outsiders at ail. We lend only to 
subscribers. 

Q .—On what security? 

A .—On security of property. No personal security is recognised. 
Amounts are lent only on the security of jewels, immovable property, Govern¬ 
ment promissory notes, or gold or silver bullion. Recently we have started 
lending on produce. That wus only 2 years ago, and it was done by a special 
amendment of the memorandum of association. 

Q .—You do not lend on thfe security of share capital? 

A .—On the amounts already subscribed by the subscriber, we pay 94 
per cent. 94 per cent of the amount actually subscribed by him is advanced 
to him in the first year and 95 per oent in the second year and 96 per cent 
in the third year. 


* For written evidence, vide pages 126—131, vol. III. 
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Q -—How does he repay P 

A. —The amounts are repaid by continuing the subscriptions and when 
they mature that amount is adjusted towards the debt. 

Q .—What is the rate of interest? 

A. —6i per cent. 

(J .—In all cases? 

A. —Yes, in all cases, i.e., one pie per rupee per month. 

Q .—Is the interest calculated monthly? 

4.—Yes, monthly. Just as ho pays one rupee every month and we 
give him Hs. 60 at the end of 45 months here also it is the same thing 
Irnt the process is reversed. We give him Us. 50 and he pays back every 
month one rupee and the interest for that month. If he has borrowed 
Rs. 500 he pays every month Hs. 10 and 500 pies, 
it is not paid? 

A .—We charge him interest, that comes to 3 pics per rupee. 

• Q .—That is charged on? 

A .—Arrears of subscription. 

Q .—On arrears of interest also? 

A. —Yes. 


Q .—And that is in addition to the 6i per cent? 

A. —That includes tho 6i per cent. This penal rate is charged during 
the currency of those 45 months. If the period of the shares terminate 
the remaining amount carries interest at 12 per cent. 

Q. —Who runs the fund? Who controls the fund? 

A .—A body of directors selected by the share-holders themselves. Four 
of them retire every year. 

Q. —How many are there? 

.4.—16. But these directors are not paid anything at all. They are 
all honorary workers. They do not get any sitting fee or directors’ fee. 
They also get no share of the profits. 1 am proud to say that during tho 
past 6 years not one meeting had to be postponed ior want of a quorum, 
except one. 

ty .—Then wliut is the incentive? 

4.—It is purely service. 

Q. —You are the paid secretary ? 

4.—Yes. The directors include several leading lawyers of Tanjoro and 
all of them are self-sacrificing enough; otherwise they could have utilized 
that time in earning money in other ways. 

O .—When are the meetings held? 

4.—On Sunday mornings. That is why Mr. Israel, the headmaster of 
the local high school when he took up orders resigned the directorship 
because he found it impossible to uttend the meetings. 


Q .—What about produce loans? 

4.—We lend on all sorts of produce except groundnut. 


Q .—Why not lend on groundnuts? 

4.—That commodity is liable to seasonal changes to u greater degree 
than any other produce. They are also liable to decay. 


).—TJp to what percentage of the market value do you lend on produce P 
l.-—Tnree-fourths of the market value at the 'same rate of interest. Wo 
have no separate godowns of our own. 


Q .—Where is the produce stored? 

4.—In the borrower’s godown. We seal it with our own lock and key. 
Whenever he wants to take any produce he has to apply to us. 


!.•—You do not lend on groundnuts? 
.—No. 


J .—It is all on paddy P 
,—We lend on 16 kinds of commodities, 

J .—These loans are given to any member? 

.—Yes, only to members. 

Q .—These members are mostly dealers? 

A.—Yes, merchants. 



611 


Q .—There is no question of lending to ryots’ 

A. —They do not generally come to us. 

Mr. Thomat ; Do you keep watch over those godowns? 

A. —Two of the directors are deputed to go and inspect the godowns and 
they go and inspect them periodically. 

The Chairman: How long have you been carrying on this businessP 

A. —The permanent fund or the produce loan department? 

Q .—The produce loan. 

A .—For the last two years. 

Q .—You had no difficulty? 

A .—We were not able to make much profit as the overhead charges were 
very much. It left us only very little margin. 

Q .—Where do you get money for this? 

A .—From the amount subscribed by the share-holders. 

<?.—Have you any material amount in deposits? Do you receive 
deposits? 

A. —We receive current deposits. 

Q .—Only current? 

A. —We have got more than Rs. 3,00,000 by way of current deposits and 
that money is also utilized. 

Q .—What is your share capital? 

A. —The amount actually paid up by way of subscriptions is nearly 23 
lakhs. 


Q .—And the deposits? 

A. —Rs. 3 lakhs. We do not take in fixed deposits. 

Q .—What interest do you payP 

A. —2 per cent on all amounts up to Rs. 5,000. 

0.—You guarantee to pay the depositor on demand? 
A.—Yes. 


<?.— There is no saving clause about cash being available? 

A.—We have provided ourselves with that safeguard. 

J .—So it is not really current account? 

.— As regards that we are hound to pay it on demand. 

Q .—But you say there is the safeguard? 

A.—That is only with regard to subscriptions. We cannot say that with 
regard to current depositors. That article (48) does not apply in the case 
of current deposits. It is only a safety valve which is never observed in 
ordinary working. We proceed on the ordinary hanking principle that 
money on current account should be paid whenever it is demanded. 

Jl/r. Thomas : Do you issue cheque hooks? 

A. —Yes, we have our own cheque hooks. 

The Chairman : What is the bulk of your business? What is the extent of 
your loans? Have you got more money than loan applications or more 
loan applications than money? 

A. —Till now we have not experienced any difficulty in meeting any 
loan application. 

Q .—So you have excess of funds? 

A. —Yes. In spite of that our outstanding loans come to nearly Rs. 25 
lakhs. 

Q .—The bulk of your loans are outstanding? 

A. —Yes. 


Q .—What is the bulk of your business? 

A.—Loans on immovable property. That accounts for nearly Rs. 14 lakhs. 

By mortgage? 

A.—Yes. 

J .—What is the'purpose for which generally loans are_ borrowed? 

.—From mere. purchase of other property to the family expenses and 
expenses on account of marriage, for purchase of plough bulls, etc. 
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Q. —How do you make your money P 
A .—Only by way of subscription*. 

J .—Where does the profit come fromP 
.—I ran plainly state that the major portion of the profits is got from 
the irregularities of the debtors. 

(?.*—Do yon take any steps to make them pay on the due dateP 
4.—Yes, there are Articles 39 and 41. We send them notice after 
notice asking them to pay the money. 

Q .—What about the Companies ActP There are a few snags. You havo 
not got your paid-up Bhare capital or your subscribed share capital is not 
paid up. Tn the first place, 5 per cent of that amount is not paid up. In 
the second place tho share capital is not precise. In the third place the 
shore capital is withdrawable. These are the 3 snags. Are they essential? 

A. —That comes out of the fact that our monthly deposits have to be 
called shares in order to comply with the provisions of the Companies Act. 
Q .—Why have they to be called shares P 

A .—There is no particular reason underlying that. We have to comply 
with the Companies Act and since the Companies Act requires joint-stock 
companies to have shares, we also call them so. We have put the right thing 
on the wrong head. 

Q .—Is there any difficulty in calling it by the right nameP 
A ,—It can be done. 

Q. —Then with regard to the difficulty of withdrawal of the shares with¬ 
out the permission from courts, would it not be sufficient to have the shares 
transferable? Is there any objection P 

A.—The man whose needs are great for cash may not be Able to find 
at once a transferee. That is why he comes to hr and asks ns for his money 
and we pay him. 

Q. —Ton allow transfer of shares P 

A .—These have to be ordered by the directors at tlioir weekly meetings. 
0-—Why P 

A .—Some powers are reserved to the directors under the Articles of 
Association. 

Q. —Wonld you consider that it is necessary that the directors should have 
that power P 

A. —The directors want to scrutinise evorv transfer, otherwise members 
of the establishment may take advantage of the pressing needs of sub¬ 
scribers and they would like to double in these shares. So these transfers 
have to be scrutinized by the directors. 

0. —The directors have the power to reject an application? 

A. —They do have that power. 

0. —The shares are transferable at willP 
A. —Yes. 

Q .—The company law is so established that it has got to be adhered to. 
A .—Except for the restriction as to share capital we are prepared to 
abide by all the other clauses. 

Q .—Some nidhis are nidhis and they have definitely altered their Articles 
of Association to conform to the Companies Act. They have made the shares 
only transferable and limited their shares to Rs. 5 ner share payable in full. 
A. —That is complying with the provisions of the Companies Act. 

Q. —Tour shares are only deposits. Do you see any difficulties in calling 
them like that? 

A. —We can comply with the Companies Act by having shares of Re. 1. 
calling them permanent shares and making them fully paid up and the 
other can be called deposits. 

Q .—You think then there will not be any difficulty? 

A .—The thing is this. The deposits are repayable after a particular 
period. People who take loans get their loans liquidated by the payment 
of the shares for the term. Why should we superimpose upon that constitu¬ 
tion a sort of permanent share capital by asking each subscriber to take 
at least one share of the permanent share capital, just to comply with the 
Companies ActP 
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Q .—Your share capital is not a share at all P 

A.—No. So also in the building societies of England there is no per- 
manent share capital. There are only these term shares, the shares ex¬ 
piring with the expiry of the months for which they have been subscribed 
for. There is no need for any permanent share capital. 

Mr. Thomaa: They do not come under the company law in England? 

A. —They are not governed hy the provisions of the Companies Act. 
They are governed by a special Act, so that the only two questions that arise 
in dealing with these is whether they cannot be retained under the Com¬ 
panies Act or if not whether they have to be governed by a special Act. 

0 .—If they are to be under the Company law they have got to be modified. 

A .—Cannot the Companies Act l»e modified? 

Q. —No. The company law in all countries is based upon certain funda¬ 
mental principle. What are the special reasons that warrant such a modi¬ 
fication in IndiaThe question is whether the nidhi can be modified or 
not. That is what we want to get at. What is the difficulty? 

.4.--If we have to comply with the Companies Act we liavo to adopt a 
fixed share capital and call the others plainly deposits, and for that the 
necessary changes should be made in the constitution. 

Q .—Is there any entrance fee? 

A. —Yes; three annas per share. He has to buy also one, book oi rules, 
the cost of which is one anna. 


Q .—Borne nidhis have altered their constitution to comply with the 
-provisions of the Companies Act. Why do not all the nidhis do so? 

A .—The nidhis of Bouth India in their conference have passed a resolu¬ 
tion to the effect that they may be exempted from some of the provisions 
of the Companies Act. 

0.—If you do not allow withdrawal of the share money, what is the 
result ? 

A.—The result is more money is available in the shape for the permanent 
share capital. 


Q .—Only a small amount? 

A. —No. Everybody who buys a share in the nidhi is responsible even 
now. But he has confidence now in the nidhi. The sole, distinction between 
ourselves and joint-stock concerns is that whereas they exist for the henefit 
of private persons we exist for serving each other and we do not deal with 
outsiders hut only with members. 

Q .—Supposing the existing share capita) is turned into deposit? What 
will be the effect? 

A .—I Imlieve there will Im'to a certain extent withdrawals. 

Q .—Suppose you pay a nominal amount for share capital and make your 
deposits subject to a rate of interest plus a bonus as in the. case of insurance 
companies. Would there )>e any withdrawal then? 

A .—The question of liability will always exist even to the extent of 
Re. 1. 


Q .—Members are no longer liable on the deposits. 

A .—To the extent of their share in the share capital they will be liablo. 

Q .—Which would ho presumably less? 

A. —The liability will be much less. As things stand at present our 
depositors are liable to the extent of Rs. 50 for each share. That is the 
chief basis for the complaint. 

<?.—You want to get out of that liability? 

A .—We do not want to get out. According to law we are liable during 
the continuance, of the share. After the shares mature depositors cannot be 
asked- to be responsible. 

Q .—Would they be? 

A.—They will be. 

Q .—HowP 

A.—The latest decision of the Madras High Court by Chief Justice 
Coutts-Trotter end another Judge has put the hatters round our necks., 
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( .•—•To what extent? How long is he liable afterward#P 
.—-Till the debts due by the company are finally settled all the past 
mtheenbers are liable to oon tribute under the Companies Act. 

9.—If yon withdraw those liabilities would anybody put money into 
current account P 

A.— Yes; people hare confidence in the administration. In fact we read 
in Nicholson’s report that in some institutions there were permanent directors 
people who were appointed from the very inception permanently on account 
of the degree of confidence the shareholders had in them. They were not 
liable to change. 

Q .—Hare you erer considered the other point from the point of view 
of the Companies Act regarding regulation and the limitation of liabilities? 
The prorisions of the Companies Act are intended to create confidence. 

A.—Then a portion of our share capital will l>e withdrawn. Confidence 
in the nidhis still exists oven though wo allow our share capital to bo 
withdrawn. If the nidhis cannot be exempted from the operation of 
these sections we have to seek our own salvation by urging for a special 
,Act. It all depends upon the point of view from which you look at it. 
These are not commercial ooncerns and if only they are so have wo to 
conform to the Companies Act. The popular opinion is that it is a mutual 
benefit association. 

Mr. Thomas: Are you speaking of your own nidhi? Are tliero not nidhis 
that have allotted a major portion of the profits to tho directors. 

A .—Nidhis properly worked have to work like onrs. 

0 .—How many members have you? 

A .—About 6,000 members. 


9-—Where are they? 

A .—All over India, F.M.8., Burma and Ceylon, 
take shares. 


Non-Tanjorians also 


Q .—Yon lend on property? 

A .—We lend money on the property which is situated within the Tnnjoro 
district. As regards division of profit 70 per cent goes to subscribers and 
after taking the remuneration of the legal adviser and bonus all the rest 
is taken to the reserve fund. 

Q .—What reserve funds have you? 

A.—Es. 1,86,000. 

Q .—What are your outstandings? 

A .—25 lakhs hut they are recoverable. 

Q .—Did you say that you have given on mortgages twenty-four and a 
half lakhs of rupees? 

A .—Outstanding loans upon mortgages on immovable property come to 
fifteen lakhs of rupees. 
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.—Are those lands within the Tanjoro district P 
•Yes. 


Q .—Bo ranch money is locked np? 

A.—We lend only up to 50 per cent of the estimated value. We are 
easily able to find out purchasers. T 11 court auction we can lenlise our 
money. 

0.—Have you lost any money on such transactions? 

A.—Very infinitesimal. 

• 9.—Do yon find any difficulties in effecting a proper snlo? 

A.—We find no difficulty. The directors are men of experience. Thov 
go to the spot at times and sell the property by auction. 

9.—Do you think that it is wise to keep fifteen lakhs of share capital 
locked np in land? 

A.—The constitution of all nidhis is like that. We have to lend on im¬ 
movable property. We have taken Tanjore district as our area. We have 
got houses and lands as security and they amount to Rs. 35 lakhs in worth 
at the least. 

J .—For what purposes are tjiey given and how are they repaid P 
.—Generally they have to be liquidated in forty-flvo months. 



Qj —What is the percentage of arrearsP 
4.—About Rs. 60,000. 

Q .—For what purposes, are those loans taken ? 

A. —All purposes that are incidental to the family. 

V .—To what extent are they used for land improvements ? 

, A .—There are about 1,200 cases of loans. Below Its. 1,000 almost all 
V the cases would be for agricultural purposes. 

Q .—But what about those larger loans? 

A.—They are lent for purchasing of land. They have to state it in 
the application form that it is for purchase of land, marriage expenses, etc. 

Q .—What is the highest amount you have given? 

A .—A limit is imposed that we cannot lend not more than Rs. 20,000. 

Q .—Have you lent much for inarriuge purposes? 

A .—They do not say it like that. They say that it is for family expenses. 
We have, advanced Rs. 20,000. 

Q .—Which classes lionw oh icily from you. merchants, agriculturists or 
professional men? 

A.—The major portion ol our borrowers are agriculturists and wo lend 
on lands. 



Q .—How much do you lend on house property? 

A.—The uiuouut will bo very limited. 

Q .—You are then really financing the iigriculttli ists more than business¬ 
men. This wus not true ol the. nidhis two decades ago. 

A.—It may bo so. 


(j .—is there not n new laud mortgage hank in Tunjoro? Judging from 
your experience of the nidhis in Tunjoro district what are the prospects ol 
land mortgage hanks? 

.1 .—There is one. Jt does not make ilseli keenly felt. 

().—For wliut period do you gi\o loans? 

.1.—Forty-live months. There are two kinds of loans. Ordinary loans 
have to lie liquidated liy monthly payment. Just as we pay for forty-fivo 
months the umount ol Rs. 60 has to be repaid in forty-live instalments. 
For that wo charge Gi per cent. In addition to that, special loan is granted 
in the ease of immovable projicrt.v at the rate of Rs. 100 per share. Only 
fifty rupees will lie liquidated within forty-five months. The balance is 
allowed to be repaid at the leisure of the borrower. 

Q .—Ho you think that there is still room for land mortgage hanks? 

A.—1 apprehend thut money is likely to bo locked ui>. Is it not a risk? 

Q .—Are you really mooting 'the needs of those agriculturists who want 
money for long-term purposes, such us permanent improvements or tho 
liquidation earlier debts? 

A.—-Wo do. As regards special loans it is not necessary that the principal 
of the loan should be repaid. It is enough if they pay the interest. They 
may repdy the principal at their own convenience by the sale of harvest 
and produce. 

{>.—How are your special loans repaid? 

A. —By sale of produce aud other ways. 

O.—Ho vou accept puyment iu instalments? 

A.—Yes." 

Q.—Is it on the sume terms as land mortgage banks? 

A.—We receive special loan amounts multiples of five. Provided the 
security is ample we do not hustle the man to pay. He may take his own 
time. 


Q .—By your showing leniency to the parties, is it likely that you are 
delaying the growth of business habits? 

A.—Human nature is different. We have to judge each case on its 
own merits. 

Q .—What part of your profits comes from penal interest? 

A. —We'get a good deal from penal interest. People will fail to pay their 
dues in regular time. 
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Q .—?o tiiat extent your transactions partake of the nature of commercial 
transactions? 

A. —The nature of money-lending is like that. If the whole world con¬ 
sidered it a point to pay on the due date, there is no room for any gain 
at - ail. 

O.—You have in your written evidence compared your nidhi to the 
English budding society. To what extent does that analogy hold? 

A. —In all essential matters it agrees with the building society. 

Q .—The building societies provide funds for building houses, but you 
are really doing the work of a joint-stock bank so far as members are 
concerned. You lend for all purposes. You take deposits. Is your nidhi 
essentially different from a joint-stock company? 

A. —The profits go only to the members. 

Q. —That is so in joint-stock companies as well, i agree that in some 
respects the nidhi is a mutual benefit society, but in other respects, it is 
like commercial banks. Jiyleed this is less true of your nidhi than of many 
others, bnt that is a detail? 

A. —That is the case also with the building society. 1 do not think that 
their funds are only used for building' purposes. 

Q. —Do they take deposits? Do they lend? 

A .—They lend indeed but ostensibly for purposes connected with house 
building in some way or other, not for all sorts of purposes. 

The Chairman : Have you any reason to suppose that the building societies 
lend for other purposes? 

A. —I find that there is no mention made of any other purposes. 

Mr. Thomas: How then, can nidhis claim the privileges of building 
societies when they differ materially from them? 

A. —In joint-stock hanks the shareholders are one set separate. The 
transactions ure with another set of people. Profits are made from one 
bet of persons and they are enjoyed by the other. 

if.—Does any oi your shareholders or borrowers lend at higher rates of 
interest amounts which they get from you at reasonable rates? 

A. —1 believe there are certain persons who are doing that also and 
that ill their own turn they secure victims lor their usurious transactions. 

if. —At what rate do you lend on the mortgage ol house property? 

A.—© per cent will lie the minimum. 

if. —It was stated before us that, in Shiyali taluk, ryots lend to each 
other at such low rates as 4 to 7 per cent. Is that true? 

A. —It may lie so in the cose of those mirasdars who lend to their own 
tenants or relatives. Unless there are some considerations of this sort behind, 
which oblige them to do so, they will not lend at such low rates of interest. 

if. —Arc there other nidhis or banks in Tanjoro which lend on reasonable 
terms ? 

A. —I think ours is the only fund which gives at the lowest rato of 
interest. 

Q .—Did you say that the directors share the profits? 

A. —Yes, they do not get any share in the profits. 

Q. —How, then, are the profits dividedP 

A .—70 per cent of the profit goes to the shareholders on the shares held. 
The legal adviser of the fund gets about Rs. 760 as annual remuneration. 
This amount is fixed from time to time. The Secretary is a paid officer. 
Ho is included in the establishment which gets a bonus of ordinarily a 
month’s pay every year. The treasurer is not paid anything for I am liotli 
the Secretary and Treasurer. There are besides two a hectors who are key 
guardians. They also come daily to the office to deliver the. jewels. In 
some nidhis these and other directors are paid carriage allowance for attend¬ 
ing office, but in ours no such payment is made. 

Q .~Do you lend much on jewellery? 

A .—As I said before, Rs. 16 lakhs are lent on immovable property and 
Rs. i lakhs are outstanding on jewels. 



J .—Are all such jewellery redeemed regularly? Is much of it left licliiud? 

.—Jewels are always redeemed within the, period of repayment. Wo 
always leave a large margin between the actual value of the jewels and the 
loans given on them and so long as there is that margin, we do not take 
any action. If at times we fear about their redemption, we at once sell 
them in public auction. Wide publicity is given tor such auctions and 
shopkeepers and other jewel merchants Irani Kumbukonam and other places 
come over to bid and offer the l»est prices. Some of the suhscriliers find it 
to their profit to have their jewels sold through the fund. They do not very 
often object to the jewels being auctioned. They simply conic over and 
take whatever is left after paying the 3ebts. 

Q .—In what form do you keep your reseive fund ? 

A.—Tile reserve fund is not separately earmarked for investments only. 
Our total investments come to about 3 to 34 lakhs. We iiave got Government 
promissory-notes to the extent ol a lakh of rupees. About Rs. 75,000 are 
invested in treasury bills. Another Rs. 75,(XX) ure invested in fixed deposits 
in the Indian Rank and Rs. 75,000 in sundry Government promissory-notes 
at 54 per cent interest free of income-tax. These ure gilt-odged securities. 

Q .—Where do you keep these gilt-edged securities? Js it within your 
own vaults or have they been given to banks as security for loans? 

A .—VVe keep them in our fund only. 

Q .—What provisions have you made for drawing upon "the Imperial 
Bank or other bank at a time ol' stress? 

A. —Yes. There was only one occasion in the. history ol the fund when 
ire had nin short of funds. That ivus during the war, but the Indian Bank 
immediately uccoiniuoduted us by willingly helping us with Rs. 75,000 on 
the security of our fixed deposit ivitli them, and thus we were able to deal 
with the situation. Excepting that, up till now we had no occasion to 
feel any lack of funds. 

Q. —Ji> your experience what proportion ol deposits has to be kept in cash 
ill order to lie able to meet the demand of your depositors? 

.4.—On an average, the amount of current de|iosits outstanding is about 
3 lakhs. 1 find that it Rs. 50,000 is always kept. I am fairly able to meet 
all the demands. That will work out to 20 per cent ol the total amount ol 
deposits. 1 may also add that we ure doing banking business also in a 
small way. We also issue clieijues, collect negotiable instruments including 
hundis and render all services to our shareholders just as any other joint- 
stock bank does to its clients. 

Q .—Perhaps it is due to lack of bunking facilities in Tanjore that you 
have found it necessary to engage upon such commercial lines of business? 

A. —Quite so. There are certain places where there are not so much 
of facilities for bunking. Sometimes we also have to oblige .pur constituents. 

Q .—If all uidhis arc bound to carry on a certain amount of banking 
business, would it_ not lie better for the uidhis to become regular joint- 
stock concerns? Why not reorganise their business in such a way as 10 
meet all such needs? 

,A,—But the only difficulty is in inspect of working the business and 
in respect of the share capital business. My submission is that this kind 
of extension is entirely different from that of the joint-stock bunks. Wo 
arc not joint-stock bjinks in the true sense of the term. Wo are doing 
banking business only ns a supplementary business. In that way we aro 
able to help our constituents better and afford more facilities and thus 
foster the growth of our mutual relations. That is to say, we arc not 
developing our uidhis into joint-stock bunks, but on the other hand we are 
only expanding our activities by doing banking business also to cater to the 
needs of our subscribers. 

—Are you keeping the double entry system of accounts? 

—Yes. 

, Q -—Whenever you get applications for loans from any person, do yon 
circulate that application among your directors? 

A.—No. The system of getting things ordered by circulation does not 
obtain in onr fund, since the directors meet every week, we place these 
applications before them. They scrutinise each of the applications as to 
whether the applicant is solvent, honest in repayment and all other parti¬ 
culars and when they are satisfied they recommend that the loan may be 
given. 



'What is your objection to circulation of applications among the 
directors? 

A.—in our opinion circulation does, not tend to exchange of opinion. 

. Q.--When you have too many applications for loans, do you resort to tho 
auction premium plan? 

A.^-Na. 1 have only read of it, but we have not resorted to it jet. 

Q .-~In regard to tho recovery of loans on mortgage of land, have you 
any great difficulty in realising the amounts? 

A. —Not always, fn some eases where we have to deal v. ith cantankerous 
debtors there is some difficulty. 

Q .—What additional iacilities do you seek for extending und syste¬ 
matising your business? Do yon think that there is an.v real necessity for 
a modification of the present system of hanking with u view to find in them 
u place for the nidhis? 

A. —We want to have the same facilities 'is ate accorded to co-operative 
societies. We would also like to have the same powers for realising dues 
ns' aie given to them. The reason which appears to my mind for Govern¬ 
ment's refusing those privileges is. that wc arc looked upon with suspicion 
as a profiteering concern. But no want to prove io the contrary und 
establish tkatj, it is not true. 

The Chairman : Not on that ground, so lar us I know? 

<1 —We waited in doputation upon Lord Aiuplhill and tho samu reply 
was given. 

Mr. Thomas: Is not the nidlii more or less u commercial concern? 

A. —It is not at all u commercial concern. A commercial concern is 
unc which exploits the situation and profits hy the lobs of others. 

Q .—Do not all nidhis profit by penalising defaulters ami do not main 
nidhis do any hanking business with nou-memhers ns well us lueuiliers? 

.1.—Yes, it limy he, hut the lic-nolieiarics are the shareholders und not l he 
nidhi. 

Mr. (Jo [Mi lu Me no ii : What is the strong incentive for tho public to inaku 
investments iii nidhis? 

A.—Tlie strong incentive is the facility to withdraw or to raise a loan 
whenever it is required. Moreover l>y paying a small savings at the end 
of every mouth, which is after all not much difficult, one cun get at the 
end of a period a largo amount, which ho would not otherwise ho ahlo 
to suve. 

Q. —Your capital, you say, consists ol' shares. Is that not so? 

I.—Yes. 

Q. —When you ullow the niemliers to withdraw, does it not practically 
amount to the reduction of shares, which means, the reduction of capital? 

A.—Yea. 

Q. —Can you tell me what is the practice in other joint-stock banks wllfen 
a member wants to get his share money? 

A.—When an individual owns some shares in a joint-stock concern, ho 
must either have to sell them in the share-market or transfer them to others 
from whom he can borrow. 

Q. —Is it not therefore a fact that the capital of a joint-stock bank 
cannot in any way be reduced? 

A.—Yes. 




A.—Yes. Corresponding to that, new members will also get admitted 
every day. 

Q .—Do you therefore agree that the capital of the nidhis can be reduced 
while a regular joint-stock bank keeps its capital always intact? 

A.—Yes, I agree. 

Q .—How will- you then keep your capital intact? 

A.—The answer is simple. As the chairman has said, we must either 
adjust our hat to our head or we must purchase another hat. If we start 
on that basis, then we will have to alter our system of shares. 
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Q .—Is it on that ground that the High Courts have renounced the 
nidhis P 

A. —It may be, but I am not sure, 

Q ,—What is your pei'sonal opinion about nidhis? Should the capital 
of the nidhis be kept intact or should it be allowed to he reduced by the 
members by this facility to withdraw? 

A. —So far as our business is concerned we had never had any such diffl- 
culties at all, because a new man was always found when another withdrew 
his membership. 

O .'—Suppose there is a nidhi which is unpopular and the members 
gradually withdraw, do you not apprehend a time when there will be no 
members at all and no capital to run the fund? 

A. —Yes, the nidhi w’ill then go into voluntary liquidation. 

Q .—What proposals do you make in order to see that that state of affairs 
does not occur at all? 

A. —The solution is simple and we have already. had provisions for that. 
We give corresponding facilities for admission being made every day. If 
there is one withdrawal, there will be a corresponding admission. 

Q .—With all this, do you not apprehend that you will reach a time 
when the institution might find itself in a position that it cannot get new 
members when the existing members withdraw? Will there not be then 
difficulty, because your liability will remain the same and share capital gets 
reduced? * 

.4.—That will only arise, when the nidhi is not able to justify its exist¬ 
ence. 

Q. —Yon have therefore no apprehension in this respect? 

A. —Yes. Hut there may arise a state of things when the profits of the 
nidhi arc not likely to attract more deposits. Hut that too will be very 
rare. 

Q .—Yon said that according to the decision of the High Court, that when 
a nidhi goes into voluntary liquidation, the old shareholder will be liable 
from the date of withdrawal of their money. Can yon tell me what is tlm 
responsibility of a shareholder in a joint-stock company? 

^.—He is liable till the due contributions are made and only to the 
extent of the shares held. 

().- -Do you know that the Indian Companies Act is lieing amended now? 

A . —Yes. 

Q. —Were yon consulted with regard to amendments by the Government 
of Tndia or the Local Government? 

A. —Yes. our resolutions are before the Government of India and no 
orders have been passed. 

Q .—Therefore this is the time for you when the Hanking Enquiry Com¬ 
ic ittoe is sitting, to make proposals. You said to the Chairman that yon are 
lor keeping the control of nidhis in the hands of the Register of Joint Stock 
Companies, hut you want to treat them ns a separate class of companies. 
Do you think it is possible to do so? If wo cancel those blocks of sections 
with regard to the prohibitions imposed on the joint-stock companies by the 
Indian Joint Stock Companies Act, i.e., sections 55 to 58 and when you 
are exempted from allotment and reduction of capital, where is the possi¬ 
bility for the Companies Act operating at all? 

A. —Tf sections 55 to 58 do not operate, these institutions ran make their 

allotment or reduce their capital ns they like. Is that yonr view? 'Hie 

public are very particular about that. 1 fail to see what harm there will 
he to the public if those sections are cancelled, so for as nidhis are concerned. 

Q .—You say that the withdrawal of members of yonr institution is not 
in any way limited by the fact that new members are coming in, is it 
notP 

A.—Yes. 

Q .—My point is, suppose you reach a stage when you cannot get new 

members, you must have to provide for that contingency. How will yon 

provide against that unless you conform to the sections of the Indian 
Companies AqtP 

A. —I may state that that state of things will arise in any monetary con¬ 
cern. Tt may he due to had management, and it applies to the nidhis also. 
For that, we could not allow the withdrawals of members as they please, hut 



this is an impossible contingency. The only solution for your problem is 
to establish a permanent share capital system. Such a system is at present 
in vogue in the Purasawalkam Benefit Fund. The technical difficulties will 
always be there. 

Q .—On that account l do not think it is proper to leave the question as 
it is? 

4.—We must institute some kind of permanent share capital system 
asking each subscriber to take at least one share and to doposit money as 
.muck as he likes. 

Q •—You therefore suggest that a system of permanent shares should be 
introduced. Will you do it by transferring the deposits already with you? 
When you ask your members to take a new share or transfer the old share for 
a now, the old shareholders might withdraw the money on the promise that 
they would pay it back, hut would not pay it at all. Do you not think 
that this might happen? 

4.—It nil depends upon the confidence we infuse in our shareholders. 

Q .—You say that you arc allowing 61 per cent and you also told us a 
little while ago that your fluid resources are kept in Government paper, 
in fixed deposits and in current accounts and on mortgages. I wish to 
know what average interest you earn on your investments. 

A.—In current account we earn only a normal 2 per rent, in fixed deposits 
we get 4J per cent, another portion of the investment gives us 54 per cent, 
that is, income-tax free bonds. Wc invest also in treasury bills. 

Q. —Are not the treasury bills intended only for transferring money from 
one place to another? 

A.—r mean the periodical offer ol treasury bills by the Government. 

Q. —That is yon buy the treasury bills and then you sell them? 

A.—We get treasury hills whenever we have surplus money. During 
the past two years we. have purchased only twice. We are purchasing three 
months’ lulls, they mature and automatically we take the money. 

Q. —What is the average rate of interest that you can earn on all these 
investments? 

A.—It will he about 4 per cent. 

Q .—And you have no other way of making profit except in the shape 
of interests? 

A.—Yes. 

Q. —You are allowing 81 per cent on deposits? 

A.—It does not work out to 64 per cent. It may be taken as 6 per cent. 

Q .—How do you account for this difference of 21 per cent, that is tho 
difference between the rate you are getting on your investments and the 
rate for the deposits? 

A.—It is due to the fact that these people make default. 

Q .—Is it entirely due to the penal provision? 

• A.—It is mostly due to that, 

0.—Will that be 85 per cent? 

A.—A certain percentage of the loans are special tonus in which we will 
have 7J per cent at the outset. Out of Rs. 15 Ukhs we give Rs. 4 lakhs 
as r>|>eci»l loans. 

J .—Do these loans run throughout the year? 

—Yes. In fact it suiwives even the 45 months. 

(J>.—Anyhow, is the difference between the interest than you pay and 
tho interest that you earn entirely made up by tho penal interest? 

A.--We get current deposits also. 

Q.- -What have you to pay on current deposits? 

A,--We pay only 2 per cent. 

Q ,—Therefore you admit that there must be a difference between the 
interest you earn and the interest you allow to your customers? 

4.—rhe difference will not be much but there will be some difference. 

J .—The difference probably you make up by penal interest? 

.— Penal interest also comes in. 
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Q .—What is your profit for the last year according to the audited state¬ 
ment? 

A. —Rs. 66,000. 

Q .—Can you tell me how much of it is penal interest? 

A .—The loan interest and the decree interest came to Its. 1,79,673 atid 
default interest came to Its. 31,745. 

Q ,—After meeting all the expenses whnt was the balance left out of 
Rs. 1,79,673? 

A. —The net profits came to Rs. 65,000, but we have also other income hy 
way of investments. 

f .—Out of Rs. 65,000, Rs. 31,000 is penal interest? 

.—That is one way of looking at it. 

Q. —You say that you are not paying your directors any sitting fee? 

A.—No. 

Q .—But T find from your balance-sheet that you are paying i'eos for legal 
advice. What does that represent? 

A. —They are charges paid to vakils as fees. 

Q .—I want to know whether these charges are paid to any of your direc¬ 
tors? 

A. —Only one of our directors is a vakil of the fund for only one place. 
But our suits are. filed in about a dozen courts in dificrent centres and 
one of the directors is a vakil for only ouo centre. 

The Chairman : Do you issue notices to the defaulters? 

A.—Yes. 

Mr. (iapala Menov : Who issues the nocicos? 

A. — I issue. 

The Chairman : But the by-law soys that the vakil issues the notices? 
A.—Before 1 name it a as not the practice and since my advent also that 
is not done. 

Mr. Cnpala Men on : What do you moan by surveyor foes? 

A.—They are given to the subscrilmrs who make an estimate of the 
properties mentioned in the loan applications. 

Q. —Are you merely satisfied with the survey made hy an outside agent? 
If a director vakil does it do you not think that he can be held responsible 
by the nidhip Tn some of these places we have got auditor directors and 
for any mistake they make they are held responsible. 

A.—Jn our nidlii also the surveyors aro responsible. 

Q .—But is the surveyor n member of the nidhip 

A .—He is a member of the nidhi. In article 22 it is said that— 

* the surveyors . , shall in all cases be held responsible for 

the correctness of their report, and for the correctness cf 
valuation.’ 

Q. —These are all done by the members of the nidhi? 

A.—Amounts over Rs. 500 are generally entrusted to the vakil members. 
Q .—Are the directors paid any survey fee? 

A.—The directors do not have anything at all to do with survey fees. 
Only one. director gets anything from the fund and that is only as vnkil 
fee and what we have to pay another we pay to him. 

Q .—So although the directors do not get their sitting fee they are benefited 
in other waysp 

A. —I can only talk with reference to my nidhi and here only one 
director gets a vakil fee for the cases in which ho appears. 

The Chairman : Are there any key-holders? 

A.—We are the only key-holders. 

Mr. Oopala Men on : Your reserve is only Rs. 1,73,000 P 

A.—Yea 

0.—What proportion of the profit do you generally transfer to the reservo 
fund according to the by-law? 

A .—It is fixed under by-laws 60 and 61 and 70 per cent of the net profits 
is given to the holders as profits and the legal advisor is paid a certain 
amount. These articles were themselves passed by a general body meeting. 

41 
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Q .— My point is whether you were able to make only a reserve of 
Bs. 1,73,000 within the last 23 years, and whether the reserve fund is ade¬ 
quate to the volume of business done? 

A.—We have got the strongest reserve in all nidhis. 

Q .—Do your directors consider that Rs. 1,73,000 as a strong reserve 
for a company that has been in existence for the, last 29 years? 

A. —At any rate they do not apprehend any danger proceeding at the rate 
at which they are now going on. 

Q .—The function of the Secretary and Treasurer is combined in one 
person. Is it not sop 

A. —Yes. 

Q. —That is according to your by-laws P 

A. —Yes. 

Q .—Who passes the bills for expenses? 

A .—Of course the directors sanction. But for petty amounts up to Rs. 5 
the Secretary sanctions and makes payments. The convention is that for 
amounts less than Rs. 5 I have got the discretion to pass the bills. 

Q .—Is there an accountant who is held responsible for attending to those 
things P 

A. —Yes. There is a separate sot of auditors for internal audit. 

Q .—From your experience can you say whether any sections of the Indian 
Companies Act should be amended to check the irregularities in time? 

A. —I do not believe it is possible because no amount of law can prevent 
knavery. If we have got confidence in the directors then it is well and ' 
good. If not, then there is the general hody meeting when those should 
he asked to go out and a better set of men could be selected. 

Q. —Are there any other nidhis in TanjoreP 

A.—In Tanjore town there is only our nidhi. 

Q .—Ts any of your directors serving on the other nidhis? 

A. —No. In principle that would not bo proper also. 

Mr. Thomas: How many members constitute the Board? 

A. —Sixteen. 

Mr. Gopala Men on : The staff of the nidhi gets only bonus and not a 
commission? 

A. —Yes. We get only a bonus and no commission. 

Mr. Thomas: Have you a trained staff ? 

A. —They are taken raw, they serve as volunteers for one or two years, 
and thus get training. 

Mr. Gopala Me non : Ts there ample work for all the 26 people thot arc 
in the employ of the nidhi? 

A.—Yes. 

<?.—What is the method adopted in giving notice to the borrowers for 
making them pay on the due date? 

A.—Tf during the continuance of the term itself they make a default 
continuously for six months we issue notice to the persons. 

Q. —Do you give them notice when it is only one month for them to 
pay up? 

A.—They are bound to finish their loans in 45 months. 

Q .—As Secretary do you not issue notices to the persons concerned to 
make them pay in time? 

A.—Wo give them 30 days’ notice. 

Q .—If the payment is not made on the due date what do you doP 

A.—I will place the matter before the directors who will then ask me to 
close the number or numbers of the person or persons who have made default. 

Q .—How is this loan account kept? Is it by taking a pro-note for the 
amount and an entry made in the pass-book? 

A.—The loans are registered in the case of mortgages. 

Q. — Jewel loans P 

A.—A deed has to be executed in the case of jewel loans also. 

0 . —All loans have to l>e supported by regular documents thenp 

A,—Yes. 
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The Chairman: I gather that women are members of your fund? 

A. —Yes. But they are not allowed to vote though it may bo against 
tho growing principle of democracy. We do not allow voting by proxy. 
Thore was that practice before and it was found out that tho people bogan 
to misuse their right of proxy. Hence it was stopped. 

Mr. Thomas: If you have among your shareholders women who have 
no objection to come to the meetings, would it not be fair to allow them 
vote? 

A. —The women generally do not attend the general body meetings at 
all and if they come to tho nidhis at all it is for looking to their transactions 
in the fund. 

Q. —But women do take part in many joint-stock concerns? 

A.— 1 do not know whether women members attend the meetings of tho 
other joint-stock companies. It has been found by experience that it is 
not safe to entrust them with voting power. 

The Chairman Have they not shares? 

A.— Yes. 

Q. —For the appointment of directors is there not one general body 
meeting in a year? 

A. —Yea. 

Q .—Then the directors meet and appoint the office bearers. Is that 
not so? 

A. —Yes. 

Q .—The appointment is subject to the approval of the members at a 
general body meeting? 

A. —Yes. 

(f ,—What I am suggesting is that the rule as to the approval by a general 
body meeting is inoperative because tho office bearers are appointed for 
one year and it is not till the end of the year that there is any possibility 
of the approval being obtained. Is that a correct view of tho position? The 
only duty of the general meeting is. so far as I can see, to review all tho 
proceedings of the previous year and to approve of the election of the office 
bearers? * 

.4.—l would draw your attention to clause (y) at page 30 of tho memo¬ 
randum and articlos of association of our nidhi. 

Q .—According to the law about 70 per cent of the dividend goes in a 
certain proportion. Is that not so? 

A.—The general body simply passes the report and 1 do not think that 
tho general body has in any way interfered in tho matter. 

Mr. (roimla Ale non : You say in your written statement that tho nidliis 
have achieved remarkable rfesults. Can you substantiate your statement 
by actual figures regarding the poor and the middle classes financed by 
you? 

A. —Yes. I can say that there are plenty of people who want to acquire 
houses. They are all small men—artisans, carpenters, weavers. I say that 
there arc any number of them who come to us and apply for loans on the 
security of their property. 

Q .—Up to what extent do you lend? 

A. —There is no minimum limit fixed and the maximum is Rs. 20,000. 

Q .—How many borrow less than a hundred rupees? 

A. —Out of 1,700 cases of loans about 200 would havo borrowed loss than 
Rs. 200. 

Q .—Are they small amounts such as Rs. 2S? 

A. —The people do not think it worth their while to come to us for such 
small sums and execute mortgages when they can easily raise the money 
on jewels. 

Q .—Lower down you say that there are only 300 nidhis working at present 
and that they Bupply the very real need of the country and that otherwise 
the country cannot boast of an adequacy of hanking facilities. What 
do you mean by that? 

A. —But for these nidhis there will not be any bank for the people to 
place their savings in. 
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Q.—Have you then started branches in tho rural areas? 

A .—We do not have any branches. There are nidhis in the various places. 

Q ,—In the interior could you not start some branches for the benefit of 
the poor people? in that way could you not also extend your activities? 

A.—Wo can. 

Q .—Why I put that question is it may be difficult for branches of the 
joint-stock banks to go there and find enough business to maintain them¬ 
selves. Do you not think that an institution like the nidhis can open 
branches ? 

A. —Tho difficulties of branch banking will have to be countenanced in 
the case of the nidhis also. At present the people in the adjoining villages 
are coming to our nidhi. 

Q .—If they are coming to Tanjore then you must be able to got enough 
business to make enough profit. Is that not so? 

A. —Some of our subscribers wanted us to open a branch in the interior. 
The amount of the subscriptions collected from that place and the adjoining 
places will come to about Rs. 5,000 but the idea of oponing a branch had 
to be dropped for wont of the proper personnel and the question of safety 
had also to be considered. 

Q .—So the time might come when you can opon a branch? 

A.—I hope so. 

Q. —Do you think that it is far better that nidhis go to the interior and 
open branches there than tho joint-stock banks? 

A. —Yes. 

Q .—Is that becuuso you allow loans at 6i per cent? 

A.—Yes. 

Q. —Suppose there is a sowcar or an indigenous money-lender to whom 
the people are indebted. If you have got a branch there you can relieve 
the indebtedness of the pocplc. Is that not so? 

A.—Yes. 

Q .—You say that the object of tho nidhis is tho affording of facilities for 
savings by the people and the relief of the members from old debts. What 
are those old dehts? 

A.—Those which have been borrowed in olden times and which have 
been hanging round the neck of the people like millstones. 

Q. —The burden of the old debts will be removed the moment you advance 
money P 

A.—We cannot give them money to clear their prior debts unless they 
give us security. In fact most of our loans go for liquidating old debts. 

Mr. Thomas : Jn page 36 of your report you give a list of the properties 
that you hold. Are they still owned by you? 

A.—The items sold during tho year are mentioned at the bottom of 
page 37. 

The Chairman ; Why docs tliut not agree with the figure given at 
page 22 (No. 9)P 

A.—There is an artificial basis at which that figure was arrived at. The 
figure in page 37 is the cost price for the fund, while the figure in page 22 
is the sale price realized by the fund. 

Mr. Thomas : May T ask if these properties have not depreciated since 
they came under the nidhi ? 

A.—The houses are certain to have depreciated but the lands would not 
have depreciated to such an extent though there is a general depreciation 
in regard to them also. 

0 .—Is the loss considerable? 

A.—It will be a curve. The land appreciated in value for some time 
and then it depreciated. 

Q .—Soon after the war, the lands appreciated, did they not? You came 
by some property at that time, and did not manage to sell it away before 
the sluncro came? 

A.—Even if there is a fall in the value, we would have taken a personal 
decree against the borrower and when wc sell these properties if we do not 
get our money we will make up the deficiency by selling any other property 
that may belong to the borrower. 



Q .—How long have you been connected with the Tanjore nidlii? 

A .—Two years. 

f .—Before that had you been in any way connected with the nidhi? 

.—1 was a constant surveyor of the nidlii in its loan applications. 

Q .—Are you still a practising lawyer P 

A. —No. Now 1 am a whole-time secretary and treasurer of the nidlii 
and I have had to suspend practice. 

Q .—Have you an experienced assistant who is able to run the nidhi in 
your absenceP 

A .—There is my head clerk who is fully competent and there is also an 
experienced auditor. 

Q .—You said that the paucity of experienced hands was the cause of 
your not starting branches. Can you not utilize these men in starting a 
branch P 

A .—J can do that. But then the difficulty will be ill finding suitable 
hands for the head office to take their place efficiently. 

Q .—What salary do you give your clerks P 
A. —Rs. 25 to start with. 


Q .—What is the maximum? 

A. —Rs. 75. 

Q .—Have you employed any graduates? 

.4.—Nowadays there are applications from graduates but so far 1 have 
not entertained any. 

Q.— Why? 

A .—Because the old staff is already there and tlio ono graduate whom 1 
employed from the Hood Institute left after sonic time when he got a higher 
salary offered to him in Madras. 


(The witness then withdrew.) 
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Thursday, 30th January 1930. 
HADUBA 

Present: 

Mr. 11. M. Hood, J.O.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., ph.d. 

Mr. C. Gor ala Menon, m.l.o. 

Khan Buhadur V. Hameeu Sultan Maiucair Sahib Bahadur. 


M.R.Ry. Rao Bahadur K. S. VENIATEAMA ATTAR 
Avargal, B.A., B.L., Pfegapatam. 


Oral evidence.* 

The ('hairman: You are an expert on agricultural matters in the Taujore 
district? 

A. —1 know something about it. 

Q .—What we want to know is, can you give us any information about 
the manner in which the ordinary ryot is financed? Where does he get his 
money from for cultivation expenses? 

A. —1 want to know whether you mean by ryot the cultivating tenant or 
the ryot himself. For example some cultivate their own lands and others 
cultivate by sub-letting to others. 1 cultivate my own luuds and a portion 
of the land 1 have given to tenants. 

Q .—But you are rather not in the same position. Do you borrow for 
cultivation purposes? 

A. —No. 

Q .—You cultivate entirely ou your own capital? 

A. —Yes. 

Q .—Do you use a bank? 

A. —Yes. 

Q. —You keep your spare cash in the bank? 

A .—I keep my spare cash in the savings bank at Madras, and 1 have 
got a cash credit in the Imperial Bank also. 

Q .—Now there arc three sources for the ryot to borrow money, the pro¬ 
fessional money-lender, another ryot and the co-operativo society. Is there 
any other? 

A. —There is no other source. 

Q. —There is possibly another I think, the merchant in the town? 

A .—Not very many resort to them, at least not so for as paddy is con¬ 
cerned. It is generally from the village money-lender. 

Q .—Can you tell us what the ordinary rates areP 

A .—For small sums it is between 12 and 15 per cent, and for large 
amounts 9 to 12 per cent. 

0.—That is the normal rate? 

A.—Yes, it is the normal rate. 

Q. —Is there any circumstance that affects the normal rate? You know 
the kandu system? 

A.—Yes. 


For written evidence, vide pp. 18—21, vol. III. 
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Q.—Is that applied to ryots P 
I.—No. 

.—It is confined to towns P 


}.—Ts it tho custom to deduct interest in advanceP 
-It was usual formerly, but not now. 

Q .—What are the rates? 

A.—If it is the ordinary ryot he charges less interest generally. But the 
ryot does not get money for cultivation expenses or anything of the kind. 
It is only for marriages and other ceremonial occasions when his savings 
are not enough that he borrows. All the cultivation expenses are incurred 
in kind. The labour is also generally paid in kind. 

X .—But where does he got that kind from? 

.—He always saves it from the previous year’s produce. He also reserves 
the. grain required for paying the labour besides the seed. Only in a cose 
in which a man loses all his cattle duo to rinderpest or some other infectious 
disease does ho borrow to purchase cattle and not ordinarily for cultivation 
expenses. 

Q. —When they do borrow it is not the custom to take interest in 
advance ? 

A.—No. 

Q. —Do they execute a pro-note? 

A. —Yes, generally they do. 

Q .—The pro-note amount is received in full? 

.4.—Yes; it is paid in full. 

Q. —Tt is not a question of executing a pro-note <or a certain sum and 
actually receiving less? 

A.—So far as the agriculturist is concerned it is not so. Tt is only in 
towns when the minor son of a rich man wants to borrow money without 
the knowledge of the members of his family from people who risk their money 
that pay a sum that is loss than the amount shown in the pro-note. 

0 .—Can n ryot who owns 3 acres of land get a loan at 9 per cent? 

A.—Yes. 

Q. —Then wherefrom does the money-lender make his money? 

A.—Not from the agriculturist but from the merchant. 

Q. —The village money-lender? 

A.—Not from his own village, hut from people of other villages. The 
professional money-lenders in the village belong to two castes, cne is a parti¬ 
cular sect of the Brahman community and the other is tho Nattukottai 
C'hettis. These are the only professional money-lenders in the villages. 

Q. —For all reasonable purposes and amounts they lend at 9 to 12 per 
cent? 

A.—Yes. 

Q .—Ts there any necessity for providing further credit facilities? 

A.—I do not think it is necessary. 

Q .—In your opinion the rural credit in Tanjore territory is in a satis¬ 
factory condition? 

A.—Yes. 

Q .—But not in towns? 

A,—Not in towns. 

Q ,—There the rates are high ? 

A,—It is high because people who live in towns do not own land and 
therefore. the money-lender takes a joint signature and charges a higher 
rate of interest. Sometimes it happens that those who have put the joint 
signature take half the amount borrowed each. 

Mr. Maricair: You are a landholder yourself? 

A.—Yes. 

Q. —I suppose you cultivate your land by the pannai system as well os by 
the ryots P 

A.—Yes. A portion of the land is directly under my cultivation and 
another portion is given on what they call tenancy, i.e.j division of the 
produce. 



-How much do you give to the tenants? 

.—Twenty-five per cent. 

-And the seed and cultivation expenses will be borne by? 
.—The tenant. 

■Whose cattle will be used by him? 

.—His own cattle. 


Q .—How much is the net yield per acre? 

A.—So far as my lands are concerned it is different. If the land is poor 
the tenant will not cultivate it for less than 33 per cent share. In other 
places the. land is so pool- that he has to be given 50 per cent. In a good 
land it is 25 per cent and in very good lands it may be even 20 per cent 
only, for example in the Tanjore and Kumbakonam taluks. Whether the 
land is good or bad the labour charges are always the same. If the yield 
is low the tenant’s share will be more and if the yield is high then the 
tenant’s share will be less. 


? .—Do you use artificial manures? 

.—Yes, I do. 

G.—What about other landholders? 

A. —People who use artificial manures should first see that the soil is 
examined and that particular thing which is deficient in the soil found out. 
Unless that is done the use of artificial manure is a waste. That which is 
deficient in the soil should be restored to it by the use of artificial manure. 


Q .—Do you get your seeds from the agricultural farmP 

A. —Yes, I get once in three or four years. I multiply the seeds in my 
own farm. But naturally after some time the Reeds get mixed up and the 
purity of the strain is not kept up. So after some time I have to look again 
to the farm for pure seed. Tt happens in this way : there is no separate 
threshing floor in the village for each farmer, as in England, and tho 
threshing floor is not a concrete floor but only sandy earth. One ryot brings 
his paddy and threshes it and when I bring mine it gets mixed up with 
some strains lying on the floor. Then again we use gunny bags and so 
many will be sticking there also. Thus in the first year the rogues will he 
1 per cent, in the second year 6 per cent and in the third year 10 per cent. 
These mixtures are called rogues. 

Q .—Do you lend money? 

A. —Yes. 

Q .—To what extent P 

A.—Only to friends and neighbours. 

Q .—At what rates of interest? 

A.—If it is a big amount it will' be from 71 to 0 per cent and if it is only 
Rs. 100 or Rs. 200 generally from 10J to 12 per cent. 

Q. — Are there many indigenous bankers in Negapatam? 

A. —Especially after the removal of the works several of the indigenous 
bankers have closed their shops and have gone. 

Q. —What about the failure of the Nattukottai ChettisP 

A.—There was not much failure of Nattukottai Chettis, they have closed 
their shops and have changed the places of their business that is all. As 
regards some failures, some lived beyond their means. Formerly these 
Chettis were known for their economic ways of living and now they live in 
right royal style and naturally they failed. 

Q .—You are a lawyer P 

A.—I was but not now. 

Q .—How long will it take for a pro-note case to be decreed in court? 

A.—In pro-note cases they are, not genernlly contested. Anyhow it will 
not take more than 3 to 4 months. 

Q .—And mortgage suite P 

A. —It takes a longer time. 

The Chairman : All the district munsifs and sub-judges have got small 
cause court powers? 

A. —Mortgage suits cannot be tried os small cause court cases, they are 
all original cases. 
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Q ,—Some of tho witnesses were of opinion that pro-note eases should be 
decided by summary procedure. What is your opinion? 

A. —I think it is necessary. 

Q. —So you say that now-a-days it does not take much time? 

4.—Now small cause suits arc decided and disposed off very promptly. 

Mr. Thom on: Did you say that no further credit facilities are necessary 
for the agriculturists in rural parts? 

4.—Yes. 

Q .—What are tho agencies that exist to-day? 

4 . —The co-operative society lends to the members of the society and the 
ordinary man who wants a loan gets it from the indigenous banker and from 
tho joint-stock banks. 

41.—Which agency to-day supplies the bulk of the agriculturists’ needs “ 

4 . —Do you mean to say lor capital improvements? 

Q. —For all kiiyls of needs? 

A .—1 have already said that the ryot novel- borrows for cultivation 
expenses. 

p.— You speak of the Tanjore district? 

4 . —Yes, so far as the irrigated area of that district is concerned. 

Q .—They do not borrow for cultivation expenses at all? 

A.—Unless due to rinderpest or some other infectious disease tlie cattle 
all die. 

Q. —What, th»n, are the purposes for which loans are raised now? 

4.—Chiefly for repayment of old debts, for marriages and for election 
purposes. Generally people have to borrow for election purposes. 

Q .—Not for purchase of land? 

A .—They do not borrow for purchasing land. Tn some enses if a man 
has got say Rs. 2,000 and there i.s a good land available for Us. 2,500, ho 
borrow- Rs. 500 in order to purchase that land. In such cases the money 
that- is borrowed is repaid promptly. 

p.—What are the needs met by the co-operative societies? 

4 . —Members’ needs are met by co-operative societies. 

p.—To what extent? 

4 . —Whatever needs they have. 

p.—To the full extent or only to a limited extent? 

4 . —To a limited extent. 

P. —Who is meeting the rest of the agriculturists’ needs? 

A .—The indigenous bankers and the professional money-lenders. 

Q. —Does not the largor ryot finance the smaller ryot? 

4 . —So far as the Tanjore district is concerned very rarely has the larger 
ryot anything to spare to the smaller ryot, except one particular Brahman 
family which has both money and lands. 

Q .—No non-Bralnnan ryots? 

A. —Yes. there are some rich people who also lend. 

().—So far as I have been able to see, the greater part of tho loans 
received hv the ryots are from their fellow ryots themselves. Ts it not true 
of the Tanjore district? 

4.—So far as the Tanjore district is concerned it is not so. 

Q. —Co-operative societies are able to meet a very small portion of the 
demand ? 

4.—Their scope is very limited. 

p.—And therefore the rest of it is met by indigenous bankers and the 
professional money-lenders ? 

4.—Yes. but rarely by the ryots. 

p.—What are the rates of the professional money-lenders? 

4.—Nine to twelve per cent. It depends on the man who Itorrows. If- 
the man is a solvent man and if the creditor thinks that he will repay the 
loan on the date specified tlion the interest that is charged will be lower. 

P-—What is the rate of interest on mortgages P 

A.—On amounts like Bs. 20,000 it is 7J per cent. 


42 
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Q .—On pro-note* P 

A.—It is a little 1 


is a little higher, generally 11 per cent higher than on mortgage 


0 .—To what extent do such transactions end in the sale of landP 
A .—Only in mortgage loans are lands generally sold and it is the creditor 
who generally' Anally becomes the, unwilling purchaser. 

Q .—The money-lenders are therefore increasing their holding of land? 
A. —Yes. They ai-e also trying to dispose off those lands. 

Q .—Do you not think that facilities must be given to the ryot so that 
he may avoid these money-lenders ? For this purpose, are not land mortgage 
banks needed? 

A.—Yes, such institutions are quite welcome. 

Q .—You want also un expansion of co-operative societies? 

A.—Yes. 

Q. —Our main concern is to raise the standai-d of living. How can this 
come aliout if the ryots produce only just enough to pay the money-lenders’ 
interestP How can we improve them unless we reduce the jirice of money 
and give him a wider margin lietween price and cultivation expenses? How- 
can we do all this ? 

A.—The only way to relieve the past indebtedness of the agriculturist is 
by issuing to hint long-term loans repayable in equated instalments. That 
can be done by a land mortgage bank. 

Q .—Is it truo that in Tanjore the expenses for marriage and education 
of children are very prominent causes of indebtedness? 

A.—They are no doubt important items which oan be included as a 
portion for the expenses of the family. 

Q. —What is the percentage of loans contracted for these two purposes 
in an average village? 

A.—It depends upon the man who borrows the amount. 

J .—-It iR fairly a large proportion? 

.—Yes. 

Q. —Does it apply to other parts of the Presidency? 

A.—Only about a certain class. Every man wants to educate his children 
but now- there is a setback as Government cannot provide appointments for 
Brahmans. People are not trying to educate their sons by sending them 
to Madras because they have found actually that they cannot get any 
Government employment. 

Q .—I understand that yon cultivate part of your land. What is llio 
sine of your home farm p 
A. —Sixty acres. 

Q .—How many pannnyals do you omploy? 

A.—Twenty. 

0—Do you not think that you could manage a larger farm with 
advantage P 

A.—Of course, I can manage if I devote more time to agrioulturo. 

Q -—How is it that you have let out a certain portion of your land to 
tenants p 

A.—Because we have got to educate our labourer. T am making my own 
profit. All of them were originally labourers. I made them take interest 
in the cultivation of land. Several of them are lessees. Even though they 
get a higher percentage of profit they pay only so much and they take 
the extra they get for themselves. 

Q. —On what rents do you let land? 

A.—Ranging lietween 50 and 25 per cent. In regard to cultivation then* 
are two classes. One is a lessee, who pays so many kalnms per acre. What 
ever extra he gets he is bound to take. 

0. —On the kvtbakai basis how much rent do you get? 

A.—I get about on an average 20 kalams per acre. 

Q.~ On varam basis how much con you get? 


A,— About the same quantity. Varam is about 25 per cent. The object 
of making lessees is to create nn interest in them so that they mav not 
give up the land and go away, ‘ 



0 .—What do you think to lie au economic holding for your district? 

A .—Mix acres. 

Q .—Will it he possible to cultivate sis acres without any pauuuyals? 

A.—]f a man is himself a labourer, ho can do it. 

Q .—And ouo pair of bullocks) 1 

A. —Yes. I have got sixty acres. Out of this I cultivate two crops oil 
turty acres. 

(J .—On six acres what income could the ryot make? 

A.— If a muu cultivates his own land he can get 180 kaluws for thut 
laud. 

Q .—What is the average price of one kuluin ? 

A. —Now it is only ranging from two rupees to two rupees uud four 
iinuus. It is only 2i Madras measures or 00 lbs. 

Q .—What about those people » ho have got smaller holdings P 

A .—They do it by themselves. They also cultivate other people's lauds. 

Q .—On varam or kuthukui basis? 

A. —Both. 

(?.—You have spoken of the marketing of groundnuts. May 1 ask wlial 
is the relationship between the middleman and the cultivator? 

.1.—So far as the middleman is concerned he will advance money even il 
there is 110 crop in the land 011 a certain fixed price. It would lie always 
two annas less than the market rate. 

Q. —Docs this transaction turn out to be to the advantage of the middle¬ 
man? 

A. —It docs, liecuuse the middleman oolloets ull the proceeds. 

Q .—It might also be the other way ? 

A .—11 tlie prieo goes down, tho middleman will lose. But in most cases 
they do not fix tlie price. They agree that they should pay two annas less 
than the market rate so that they may not lose. 

(,).—What atiout paddy? How is it marketedP 

A. —There is 110 middleman. It is taken to shandies or it is sold through 
brokers who get only six pies per kaiam. Mill-owners purchuse it from the 
brokers. 

Q. —What about the meusures and weights used? 

A .—They arc cheated to a small extent. 

Q .—To what extent? 

A.—Small landlords arc at the mercy of the people because they want 
to sell. False meusuros are used more to clieut tho poor labourers. 

Q. —Could this not be avoided by orgutiiisiog marketing on a co-operative 
basis P 

A. —Yes. T 11 tlie matter of measures and weights the poorer classes are 
cheated. Therefore some kind of co-operative, work is needed in that lino 
of marketing. 

Q .—The same thing is also true of groundnuts? 

A.—Yes. Not paddy? In the case of marketing paddy wc do not find 
any difficulty at all. The measures used are all standard measures. 

Q, —Have you considered the possibility of creating agricultural bills, 
and thereby financing cultivation 011 more favourable terms? 

.d.—1 have not got much experience on such financial matters. 

(,>.—Arc there now ample inland trade facilities? It may be that between 
towns, there are ample trade facilities, but between town and village, and 
between villages themselves, are there sufficient facilities for transmitting 
money P 

A. —T do not think much money is transmitted in that way. I think 
there are ample facilities for traders and businessmen in general. 

Q .—Have you enquired of traders if ample facilities existed for internal 
transmittances? Are you aware that it is easier to transmit money from 
Madras to Rangoon than from Madras to a village in Chingleput? 

A.—I know indigenous money-lenders are carrying on such transactions. 

The Chairman : Are you occupied in trade yourself? 

A .—I have no occupation in trade. 
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Mr. Thomas : You state in your written memorandum that there is no 
competition between the banks and Government. Are _ you aware that 
Government borrowings have curtailed the deposits in our joint-stock banks? 

A.—There is no difficulty with regard to them. J hold promissory-notes. 
1 have also got deposits. Practically the rate of interest offered by Govern¬ 
ment is generally lower than the other rates. 

Q .—Very well, we shall leave it at that. Are postal cush certificates 
popular? ... 

A .—They have now raised the rate of interest. Only if they lower it 
to the original rate when the cash certificates were issued they will become 


more popular. 

Q .—Is much money hoarded in the Tanjore district? 

A .—Only in jewellery; not in hourding. 

Q .—Is there means of mobilizing such lockod-up capital? 

A .—1 do not think there is much of gold jewels. People have now taken 
to diamonds and that too only hv people who can afford. 


Q .—Js diamond a better investment? 

A .—It is in one way a saving to the family because thoy can roly upon 
it and mortgage it. They use it always. They do not take and pluco it in 
deposits. 

Q .—Is the habit of spending much money on jewellery or diamonds 
justifiable? 

A .—1 do not think. 


Q .—Which classes of people put their money most in gold and diamonds? 

A.—I think even Muhammadans have got jewels. 

Mr. Oopala Men on : You say in your written memorandum that no loans 
are given on produce or standing crops. What do you moan by it? 

.1.--People have got their stores oi grain. Nobody lends on that. I 
know that because the Imperial Hank at Ncgapatnui was trying its best to 
advance loans on these stores, Jt has not liecu able to sufeeod. That is only 
so far as paddy is concerned. 

Q .—For other produce? 

A.—1 do not know much about it. 

Q -—Do you not think that the bunks and the co-operalivo societies 
advance money on standing crops? 

A.—In co-operative societies they do; but only to their members. 

(J .—On commercial products? 

A.—No. 

Q •—Do you think that oo-oporativo societies arc required ior this 
purpose? 

.1.—I do not think. The mill owners purchase large quantities ol grain 
and stoic it in their granary and it takes six months. Generally they do 
not pledge tho produce to tlio Imperial Dank. 

Q .—No loans arc given by the Imperial Bank? 

A.—Indirectly they do. The banks no doubt advance such loans und 
they go and even verify every fifteen days or once in a month. 

ff -—No co-operative societies give loans for the purpose of getting seeds 
or implements ? 

A.—1 do not think. 

Q .—Do you think that in these eases in the rural ureas the indigenous 
bankers can bo helpful? 

A.—Not only the Imperial llank but also tho indigenous bankers advance 
money on the produce. 

You say bankers and professional money-londers grant loans on high 
rates of interest? 

A. — Only on personal security. 

Q .—At the same time you say no credit facilities are required for financing 
of products P 

A. — I mean only commercial products. 

Q. —You do not mean paddy? 

4.—No. 
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Q -—You say that llo credit facilities are roquired for financing of Uro* 
ducts!* 

A. —We advance at the time when the produce is ready. 

Q .—Do you think that there is money only in tho country for short-term 
loans? 

A. —Yes. 

4?.—If people get money on short-term loans how are the banks able to 
got usurious rates of interest? 

A. —Because they trust on the personal security of the man and so they 
get a high rate of interest. 

Q. —If there is money in the country for short-term loans, why is it that 
people borrow at a high rate of interest? 

.4.—it depends upon the man. 1 won Id rather give my money to a bank 
which will repay me properly than give it to a mini on personal security 
for a high rate of interest. 

Q .—To get over this difficulty do you think if those funds uro collected 
judiciously and it we meet the borrowers' needs and requirements, is there 
any possibility ol developing hanking system in the rural areas? 

.4.—1 do not think that system would work in the rural arcus. 

Q .—You suv that co-operative credit societies should grant loans on 
easier terms. What do you mean by that? Ls tho present rate charged by 
tho co-operative societies higher? il so, how much is it? 

A. —About 71 to 9 per cent. 

Q .—Do you think 9J per cent is high? 

A.—Yes. 

(J. —Do you want further facilities? 

A .—It must he reduced. 

Q. —How? They get loans from the central urban hanks? 

.4.—They will have to got it from the central urban banks at C per cent 
and they must give it at 01 per cent. It must also lie reduced correspond¬ 
ingly- 

The ('hairmun: How do you propose to do it? Have you got any 
suggestion ? 

A. —The rate of interest must be less and a system by which the whole 
loan should he wiped of in a certain number of yours must be introduced. 
The rate of interest must bo less. The co-opcrativc societies when they 
advance money should insist upon repayment at the end of a certain period. 

Mr. (Jo)Hila Me ii on : What is the maximum number of years in which 
the instalments of the co-operative societies have to ho repaid? ls it five? 

,1.—That is not sufficient. It depends upon the persons. As a matter 
ol fact the momljcrs of the co-operative societies have borrowed not lor their 
cultivation expenses but for other noeds. 

4>.—Is it your point that the rules ure inelastic? 

\1.—1 do not know much about it. But in other parts I find that they 
arc goiug to sowcars and raising money at a higher rate of iutercst. 

Q .—Why do you want then that the co-operative societies should reduco 
their rate of interest? 

A. —The co-operative societies are not uhle to loud whatever amount is 
asked for by the public and lynloss the rato of interest is reduced, people 
of higher classes who may require largo sums will naturally have to go to 
hanks and those who want small sums uro poor men and only those people 
will resort to eo-operutivo societies. Since the prime object of co-operativo 
societies is to help agriculturists and small landholders from their indebted¬ 
ness, unless the present rate of interest is reduced, they will not serve the 
object for which they are started. 

Q. —ls it possible to reduce the rate of working expenses of tho co-operative 
societies ? 

A. —I do not know much about it. But many of the co-operative societies 
are, in my opinion, depending very much upon the honesty of the Secretary. 

0. —You say that co-operative societies are not necessary for pooling and 
marketing of produce in the district of Tanjore. Is it the case in other 
districts also P 

A. —So far as I know there is no necessity for marketing paddy by co¬ 
operative societies. 



Q .—In your written evidence you say that there is no particular seusoil 
at which tne value will rise anil that it is not a fuel that at the harvest 
lime the price will l»c low. Do your remarks apply to paddy only or any 
other crop? 

A. —Yes. My experience has been such. Last year l Bold my kuruvai 
paddy at Es. 3 per kalaiu, Itecause 1 was able to harvest it earlier, but 
others who were able to reap the harvest afterwurds sold it only at Re. 2-4-0. 

The reason why that question is j>ut to the witness in the questionnaire, 
1 believe, is that the middlemen always purchase at a lower price taking 
advantage ol' the circumstances of the agriculturalists and 1 take that the 
object ot the Committee is to help the rural agriculturalists to benefit and do 
not lose by such hasty sules. That, in my opinion, docs not apply so far 
us paddy is concerned. 

The general opinion thut the middlemen always deprive the agriculturists 
of the benefit of a better sale will only hold good m the case of cotton, 
groundnut, etc., hut to-day they arc being replaced by export firms who 
coluc down to the villages and purchase outright. 

Q. —You say that middlemen are now-a-days declining? 

A.—Yes. The several groundnut firms which have their branches all 
round the villages now-a-days directly export from agriculturists and not 
through the middlemen. 

Q .—In answer to question 8 of the questionnaire you state that the 
indigenous banking community would resent interference or introduction 
of measures for the regulating of operations and for giving publicity. You 
know that there is a question in the questionnaire. “ How, in your opinion, 
tlio indigenous banking system should lie linked up with the money market 
or provincial capital ”. Our object is to find out how they could be brought 
in u banking system extending from the central reserve hank if it is brought 
into existence. Our main object is to extend the system of banking facili¬ 
ties now obtaining in the country and as the indigenous banker is an 
important primary unit whose influence in the, country cannot bo wiped 
out, we are anxious to sec that their interests are not allowed to starve, 
in the event of a reserve hank being ultimately formed. Have you any 
proposals to make in regard to that matter? 

A .—1 do not think l can venture any opinion on that mutter. 

Q .—Du you think that the periodical publication of the statement of 
affairs would be presented by the indigenous bankers? 

A. —in my opinion they will not, 

Q .—{Suppose the Government state that they are prepared to enter them 
in the list of approvod agricultural banks, would they like that idea,— 
liecause if a central bank is brought into existence they would be able to 
get credit from the central banking institution ? 

A.—1 cannot see how it will work, J cannot venture any opinion on 
that until it actually comes into being. Several of the indigenous bankers, I 
know, rely more upon the deposit from ordinary agriculturists or ryots.or 
merchants, etc. They may not lie very keen about getting anything from 
the central reserve. If us a result ol your enquiry, you recommend the 
organisation of such an institution, f would urge, that the interests of the 
depositors should be safeguarded. 

Q .—Do you think that any maximum rate of interest should be laid down 
by law for regulating interest? 

A.—Even if you do it, there will always be a measure of evading it. 

Q. —-Yon say in your written evidence regarding savings, that very many 
so-called productive undertakings have failed on account of want of expert 
knowledge and expert employees to make such undertakings a success and 
that Government should take a share or contribute to the share-capital of 
productive undertakings to induce small agriculturists and others to invest 
their savings in such undertakings. If Government were to undertake any 
such things, they should have some guarantees from these poople who are 
the custodians for effecting the savings. What we want is, to find out how 
best savings could be improved and the public educated to invest their 
savings on productive concerns. Gan you suggest any means for thatP 

A. — People have already learnt the habit of saving. The only difficulty is 
that they are not able to accumulate them. If they contribute their capital 
to productive undertakings like several of these bone mills, agricultural 
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societies, etc., which ultimately fail'for want of expert knowledge and 
advice, they will not only not get any return nt all hut would discourage 
any such schemes as a whole. We. had some hitter experience ourselves in 
Sliiyali where an agricultural society was started and failed for the same 
reasons resulting in a loss of Rs. 7.000 to me. That is why 1 say that 
Government should contribute to the share-capital of such productive under¬ 
takings to induce small agriculturists and others to invest their savings in 
each undertakings. If this is not feasible, T would suggest that these smalt 
savings may he invested in post office cash certificates. 1 am however of 
opinion that many of the small landholders are not able to save anything 
at all. But in cases where they can effect some savings, the post office cash 
certificate may help to offer a solution. 

Q .—How much hove they to pay for that? 

A .—By paying Rs. 7-8-0 they get 10 in a certain number of years. 
These postal certificates may lie available in every village, where there is 
a post office. 

-v 

Q .—Hut what we want is that hanking facilities should he available in 
ono form or another in eve.i-y village to educate, help and advice the villagers 
to save and make the best use of them. Now-a-days the Row-cars and 
Multanis migrate into villages and do their own business at usurious rates. 
Do you not think that small hanks can bo established in every village? 

A .—I do not think that such small hanks opened in small rural areas will 
attract any savings. Tile hanks will not he able to pay even for the esta¬ 
blishment with such small business. 

Q. —Could not the villagers he taught the habit of saving whatever little 
they can ? 

.4.—They already know that. The only method in my opinion is to sell 
the post office cash certificates through the post offices. 

Q. —Do you not think that unless we bring these indigenous hankers under 
a system of control, it would not he possible to render the agriculturists 
any financial help? 

A. —J do not think it is possible. 

Q. —You say in your written evidence that there is no competition 
between Government and other hanking institutions. I want to know what 
you mean by the term “Government’'? 

.1.—By Government 1 mean the transaction which the Government makes 
with the public through the issue of promissory-notes, treasury hills, postal 
cash certificates, etc. 

Q .—Do you think that there has been nny pressure in the money ninrkot 
on account of Government withdrawing their monov? 

A.—No. 

Q. —Suppose Government stops issuing treasury hills do you not think 
that, that money will bo available for financing trade and industries? 

.4.—Tt limy affect the bank rate a little, hut that docs not mean that, 
they have not got sufficient funds to advance. T do not think that the 
hanks suffer from want of money. On the contrary the linporial Bank and 
other joint-stock hanks have got large funds nt their disposal without know¬ 
ing what to do with them. 1 poi-sonnlly know also that there are several 
hanks which refuse to take any deposits at ali. 

Mr. Thomas: Do you know of any hanks which refuse to take deposits? 

.4.—T know the union bank at Kumbnkonnm is reducing its deposits to 
one-third. 

Q .—Do you think that there are sufficient, hanking facilities in this 
Presidency ? 

A .—T do not say that. 

<J V -—You say that the opening of new branch hanks lias been of use 
comparatively ? 

A. —Certainly. 

Q -—T find in a report published by the Provincial Co-operative Union, 
Mndvas, that “ The average cultivator owns 5 acres of wet land and has 
a debt of Rs. 1,00(1 ”. Ts that correct? What will lie the average net income 
of a enltivatov who owns 5 acres of iandP 

A, —T do not know, The average income will bo Rs. 200 per year. 



The Otairman: Tlie actual total yield in tbe 5 acres must be more 
because he applies his labour in that? You assume all the produce is taken 
up as the income? 

A .—Tbe total income will be 150 kalams of paddy or Rs. 300 per year. 

Mr. Thomas: What is the prevailing rate of interest in the villages of 
Taniore district? 

A .—The average rate of interest is 10$ per cent. 

Q .—If the co-operative societies could increase their activities, will not 
the rate of interest come down ? 

A .—As I said, co-operative societies must he extended. There there are 
no eo-operntivc societies, the professional money-lenders will automatically 
come in and the present state of indebtedness will surely continue. 


(The witness then withdrew.) 
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Friday, 31st January 1930. 
MADURA 

Present: 

Mr. H. M. Hoon, I.C'.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., i*h.i>. 

Mr. C. Gopata Menon, m.l.c. 

Khan Bahadur V. Hameeij SrtTAN Mari pair Sahib Bahadur. 


M.R.Hy. A. SAVARINATHA PILLAI, B.A., Assistant 
Commissioner of Income-Tax, Madura. 


Oral evidence.* 

The Chairman,: fn paragraph 5 o( your written memorandum you have 
given certain figures regarding the Nattukottai Chettiyars’ business. Can 
you say that they are reliable? 

A .—They are' quite reliable. The estimates have been accurately framed 
and T should rather think that they traverse oil the side of moderation. J 
have checked the amount of business capital in another way; I have not 
mentioned that in my report. 1 have stated that the total income-tax and 
super-tax paid by Ohettis in this Presidency is 15} lakhs. If we include 
the income-tax paid by them in Burma also, which f estimate at about 
10 lakhs the total income-tax paid here and in Burma c-omes to about 25 
lakhs. The ratio of tax to income according to the latest returns is appro¬ 
ximately 1:20, i.e.. the unnual income of Nattukottai Chettis is 20 x 25 
lakhs or 5 ciores. To get an income of 5 ciores a year they should have 
a working capital of Rs. 50 ciores. In regard to remittances of foreign 
profits, T have a suspicion that all remittances are not shown to us and 
that many are escaping by various devices in accounts intended to conceal 
the remittances. , 

Q. —You therefore assume two facts, one is that the income-tax figures 
arc accurate and the other is that they realize 10 per cent on their capital 
Is that correct? 

A. —The income-tax figures are correct. Our assessments are accurately 
made. The 10 per cent is a flat average estimate adopted for computing 
capital on the basis of profits and is as accurate a forecast as can he made. 

0 ■—How much experience have you in the Chettinndn business? 

A.—I have been here for the past year and a half as Assistant Commis¬ 
sioner of Southern Range. From 1923 up to April 1925 T was Personal 
Assistant to the Commissioner and during short intervals in this period T 
acted as Assistant Commissioner and have heard Chetti appeals. Befove 
that I was Income-tux Deputy Collector, My acquaintance with Chettiyars’ 
business extends to several years, and for the past 1} years. T have lieen 
in constant touch with them. 

Q .—Ts there much change in their business for the last 10 or 12 years, 
flint is to say, arc they as prosperous now as they were ten years ago? 

A .—T think so. 

Q .—Is there no indication that their business has fallen graduallyP 

A. —No. 

Q .—Am T to take it that in the 10 per cent rate-—on which you calculate— 
they provide for for bad debts and losses due to insolvencv of the parties? 

A.—Yes. 

- - --- y . -• -. .. 

* For Written evidence vide pp. 1170—1222, vol. IIT. 
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Q.—Do the documents they produce show a reasonable rate of interest P 

A.—They generally produce accounts and do not produce documents. 
Occasionally we insist on their producing documents, where we find a need 
to see that. 

Q .—Have you any experience of these documents P Do you find that 
their pro-notes represent the true rate of interest they charge on loans? 

A. —1 have said in my report, paragraph 12, that there are rases in which 
interest stipulated in pro-notes is sometimes 36 per cent but if the parties 
pay the amounts on the due date without forcing them to go to court, they 
are actually charged only 18 per cent. 

Mr. Thomn* : Is it in the case of small loans only or on largo loans as 
wellP 

A. —In tho Trichinopoly district, T liavo seen a case, where as a matter 
of fact this practice was adopted in the case of Joans between Us. 500 to 
lls. 1,000. 

The Chairman.: Does the document show the true principal lent? 

A. —The principal stated in the documents is correct. 

Q. —Is it a fact that they take a promissory-note for Rs. 1,600 and actually 
give Rs. 1,000 only? 

A. —As far as T know, the Nattukottai Chettiyai’s do not do that kind 
of business. I have not come across any such case up till now. 

Q .—Would you he surprised that there are such cases? 

A .—So far, T have not seen any such case. 

Q .—Do you dispute the fact that Chettis here arc exorbitant in their 
rate of interest? 

A .—They are exorbitant. 

Q. —Yet you say that there is no prejudice against them. Is that so? 

A.—Yes, 1 find that there is no prejudice against them. 

Q.-~ Do you know any cases in which blank pro-notes have been signed 
by parties? 

.1.—One of my officers says that he came across such cases. 

Q .—You have said in your memorandum that the rate of interest in the 
kandu system is vague. Can you explain to me how it is vague? 

A. —The English Courts have held that the rate of interest is not under¬ 
stood by people even when it is excessive. 

Q. —You say that the Chettis are anxious to have an easy means of 
recovering their loansP And yon also say that they realize only 10 per cent 
rate of interest. Do you think that there can he any real anxiety for the 
realization of their capital, if they only demand 10 per cent interest? 

A.—The point is that in this Presidency some more facilities have to he 
extended to them. Ten per cent is only the vate T adopted for capitalising, 
i.e., for calculating the amount employed in money-lending business on the 
basis of profits. 

Q .—What will happen if those facilities are given? 

A.—Tf you refer to Appendix E, Part A on local money-lending it 
will be seen that the percentage of net profit to the own capital is 5-7 per 
cent in one case, in another 6'01 per cent and in a third 12’7 per cent. 
My 10 per cent rate was only a flat rate adopted for purposes of estimate. 
Chettis complain about the difficulties felt here in realizing their dues. The 
Chettis told me that, if in this Presidency facilities for recovery of loans 
were provided like those they have in Singapore, Federated Malay States 
and other places, there would be an inducement for them to emp'oy more 
of their capital here and thus divert their business to this Presidency. 

Q .—Do you suggest that they should charge a higher rate of interest 
here? 

A.—I do not say that. 

Q .—Does it not naturally follow that they must charge a higher rate 
than what they are obtaining in Rurma, Federated Malay States, etc., 
because they will never be tempted to divert their business unless they get 
a more profitable rate here? 

A. —My point is that if those facilities are extended, they would omploy 
their capital for advancing loans on a larger scale in this Presidency. 
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Q .—Their object, to put it plainly, is that they arc not at all going to 
divert their business from .Burma to South India unless they realize higher 
rates ol interest. Is that not so? Moreover, is it their view or is it your 
view that they would do so, if greater facilities are affordedP 

A. —It is their view. 

Q .—Then what is your view? 

A .—Whether the Cliettis will divert their business or not, which is a 
different matter, I clo not see why provisions similar to the English Money¬ 
lender's Act should not be introduced in this Presidency as in Federated 
Malay States, Ceylon and other places. 

Q .—Then what are your suggestions in this matter? 

.4.—If we introduce an Act similar to the English Money-lender’s Act of 
1927 the interests of both borrowers and creditors will be better protected. 
According to that Act the money-lenders will have to register themselves 
before Government officials. Tliey should not charge compound interest. 
A rate of interest higher than 48 per cent is prima facie excessive justi¬ 
fying interference by courts and so on. Violation of same rules is made 
penal, ff such rules are introduced here, 1 think they will go a great way 
towards improvement of the problem of money-lending in this country. 

Q .—Do you think it is possible to do so. There are many things which 
are possible in England, but not in India. Do you think that if such a 
piece ol legislation, il enforced in India, will work? Suppose you prohibit 
any money-lender from tending money on condition that they should not 
eliargc compound interest or interest aliove 48 per cent and all that, can 
you enforce that? 

.4.—I think the Income-tax Department could see to registration of 
money-lenders like the Commissioner of Inland Revenue in England. It will 
then be the business ol civil courts to see that if any money-lender charges 
a rate which is found excessive they do not give a decree for that amount. 

(,1.— How will you prove, il the whole business is done in private? 

.1.— I find Irem cases coming la-fore English courts, that are reported in 
the journal Arrounlunt that such tliiugs are found out there. 1 think that 
the same procedure can be adopted in India also. 

Q .—Can you tell me wliy the money-lenders charge a higher rate of 
interest on small loans to tho agriculturists? 

A.—I have said that in some of these loans the rates of interest vary 
from 12 to 18 per cent. The small debtors borrow under the kaudu rate 
and 1 believe that the interest comes to about 30 per cent. Tho higher rate 
is l'or the risk involved, i have also said in paragraph 17 of my report 
that after making allowance lor legal expenses, management charges^ losses 
through default and through foreclosure, etc., the not return to the indigenous 
hankers on their capital will be only 8 to 9 per cent in South India, 10 to 
12 per cent in Ceylon. 12 to 15 per cent in Burma und 15 to 18 per cent 
ill l'ederutcd Malu.v States. 

Q. - -That is to say ia tlio Federated Mula.v States they actually charge 
a very much higher rate of interest than they are doing in India, is it not so? 

A.— Yes. Their rate is roughly double or thrice of what they charge 
here. 

Q — Do you not think therefore they undertake greater risks there? 

A.—Yes. 

Q .—That means there is considerable amount of hod debts, is it not? 

A.--There are hail debts. Tlio lending rate is very much higher tliau 
that in Mudras and the facilities for rocovuriug are also greater. 

Q. —Does it uot logically follow that neither would they redueo their 
rates in Madras, nor would they unnecessarily undertake risks? 

A.—So far as rates of interest are concerned, there aro various agencies 
like the co-operative societies which can put a cheek on their growing rate. 
As the (Jo-operutive Department is expanding, the rates of interest in villages 
are coming down. So the Clietti.vars also would nei-essarily have to charge 
the same rate as co-operative societies. 

O .—Are there not co-operative societies in Burma? 

A.—The co-operative societies in Burma appear to be in their initial 
stage, and not to have developed to the extent of influencing the prevailing 
rates of interest among money-lenders in the rural parts of Burma. 
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Mr. TkoinUi : Do you think that the Nattukottai Chettis are hankers, 
in tile true souse? 

A. —Yes, Tlio Madras High Court have repeatedly held that they are 
hankers. The civil court* throughout this Presidency have held the same 
view because they lend out not only their own capital but also borrowed 
< apital. 

().— The commonly accepted deiinition of a banker is one who taken 
deposits subject to withdrawal by cheque. Only a few of them take deposit 
from the public, is it not so? 

A— Yes. 

Q .—What are the reasons for the increasing migration ot these Chettis 
from Jndiap Is it because of the attractions for business existing in other 
countries P 

A.—1 do not say that their business is growing more and more in other 
parts but their business has ala-ays been there. Thoy have been trading 
in Calcutta from about 100 years back. They went to Burma in 1852 or so 
on the heels of the British Government. Long lieforc that they have been 
conducting business operations in Ceylon and the F.M.S. from about u 
hundred years ago. 

Q .—Lately they have considerably extended their business outside India, 
don't you agree P 

A. —They find tlieir business more lucrative there. 

Q .—You say that they have withdrawn their funds from India. What 
is its cause P 

A. —The cause of it is that they find that the money invested abroad 
yields more profits than it does in Southern India. 

Q .—Are there no other causes? 

A .—That is the chief cause. 

S I.—Is it possible that the absence ol income-tux in tlio F.M.S. and in 
ou is a cause? 

A. —1 do not think that income-tax mutters much to them. What is really 
the cause is that the business in those parts is lonnd by them to lie more 
lucrative. 

V-—Indeed it may lie the principal cause. But there may be oth«> 
contributory causes alsop 
A.—Yes. 

Q .—What is the economic result ol such an emigration ot capital? 

.1.—In one sense this country will be depleted of the capital which ought 
to be employed here otherwise j in that respect it is a loss. In another 
sense, if you regard him as a usurious money-lender, his absence from here 
will be beneficial to the people. 

Q .—But has not the Government the power to control usurious practices 
and make him serviceable to the community? 

A.—Yes. 

Q ■—Government losing income-tax is also a material consideration, is it 
not so? 

A.—In the United Kingdom, a resident wherever lie may trade, has got 
to pay tax on all the income he gets from trade. Here in British India 
according to the Income-tax Act, section 4 (2), the foreign profits of the 
Chettis in businesses done abroad is subjected to income-tax only if they 
be remitted into India. 

Q .—This provision therefore enables the Indian trading abroad and 
keeping his money abroad to dodge the Indian Income-tax Authorities? 
Ana if that country has no income-tax the party is considerably benefited? 

A. —They find that their money is yielding more profits in other places 
than in Southern India. 

Q .—And in result? 

A.—We are losing the tax that we would otherwise have got if all the 
money remained in India, barring the tax we levy on remittances of foreign 
business profits. 
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Q.—You speak of certain uindlalls that benefited the Cheltiyai's a few 
yeans ago. How far have those windfalls benefited the exchequer of this 
country ? 

A.—The profits derived l»y the Nattukottai C'hettis m foreign businesses 
if remitted to Jndiu are taxed. The mbber pro (its came in only after lD2d. 
In regurd to the earlier appreciation in value of old shares about 15 ycurb 
back 1 do not know what took place. Increase in the lace value of 
sliurcs in companies is ordinarily regarded as accretion to capital and not 
as profits and wc could not tax it. When a man has got a share in a bank 
and whim that share appreciates in value we cannot tax it unless he bo 
one who makes it a business to trade in these shares. 

Q .—Windfall wealth is a specially favoured source of taxation in other 
countries. Ts it not so P 

A .—It may be but not accretions to the capital which cannot bo taxed. 
They are net profits. 

y. —I agree that only in tunes ol stress should windfall wealth be taxed. 
But does not income increase as a resnlt of accretion to capital. And should 
it not benefit the exchequer!' 

A .—There is a fine distinction between income or piofits and accretion 
to capital. The income may be compared to the fruits of a tree, whereas 
accretion to capital corresponds to increase in size of the trunk ol the tree. 
That is the comparison that lias been made in a Privy Council case in which 
they distinguish the accretion ol capital from the profits in this manner. 

Q .—But hand in hand with the accretion to the size of the trunk, there 
will be an increase in the iruits. And from swell fruits, the State takes a 
portion ? 

A. —Yes. 

Q. —Now, in regard to regulation in the lutnre, which would you 
prefer—allowing them to remain as they are, but to work under strict 
regulation regarding terms ol business, auditing, etc., or. would you encourage 
them to organize themselves into joint-stock banks and work under the 
company law P 

.l.—I think that encouragement must be gi\en lor the. formation of joint- 
stock bunks; and it seems to me also that the legislation should be introduced 
for registration of money-lenders. Jn Ceylon money-lenders are being 
registered. 

Q .—If they form into joint-stock companies, they could enlist the sympathy 
of other people by allowing them to take shares? 

A.—Yes. 

Q .—And therein will there not be u greater diffusion of capital in the 
community? , 

A.—Yes. 

y.—You know the uidhis. Are they mutual beuelit societies or commercial 
concernsP 

A.—Mun\ are of the latter category. We find that some of the mutual 
Itencfif societies in Trichinopoly carry on the business of money-lending with 
non-shareholders; and we have taxed their income since under the guise of 
mutual benefit they do money-lending business with outsiders. 

y.—In regard to the reorganization or the Ohettis, do you think tho 
hommaniiit principle will lie serviceable? For, if the leading partners work 
on the unlimited liability basis, will not the public have greater confidence 
iu the firm? 

A.—1 cannot say. The opinion was divided among them and must of 
them being cautious men would nut express any definite opinion. 

y.— You feci that the Chettis will be a valuable asset, if only they arc 
properly organized and their business carefully regulated P 

A.—They could lie harnessed into sendee, subject to proper safeguards. 
As money-lenders they are experts. 

0. —Their business is done in a cautious and careful maimer? 

A.—Yes. 

y. —We must conserve and strengthen them rather than try to weaken 
themP 
A. —Y«e. 



Q .—Is there any means of giving a stimulus for their combining into 
larger units P 

A.—It is worth while trying. 

Q .—£n other words, ran we give an incentive to smaller units to combine 
themselves and form larger units and then to have branches opened? 

A.—If thev form themselves into joint-stock companies then the offect 
will i»e that they would be charged at the rate of 1} annas for every rupee 
of the company’s profit and each man who has got a dividend warrant can 
claim u refund of income-tax with reference to the rate appropriate to the 
income he actually derived din ing the year. 

Q .—Have they any specific suggestions to make? 

A.—I asked several of them about that. They say that if cheap capital 
can lie placed at their disposal, that is capital on which they would be 
charged lower rates of interest than that which the Imperial Bank churges 
them, they will consider the matter. They are very careful people and they 
would not commit themselves to any definite statement. 

The Chairmuu : They could get money at cheaper rates of interest? 

.1.—I am not in favour ol any specially favourable treatment being 
accorded to them. 

Q. —Who is to give them ? 

A.—They say that the trust funds of the Government and tlio district 
board funds should be left with them ut u eheuper rate of interest. They 
want to lie the custodians of such funds when they are linked with the 
reserve bank. 

Q .—At what rate can they borrow money now ? 

A .—They told mo that they have to pay about 2 per cent above the bank 
rate. I have given it in Appendix B of my statement. 

Q. —Jf they take from private depositors what do llioy pay? 

A.—The averuge nadappu or current rate at Madras came to 8-92 per 
cent in the year Vibava (1928-25)). 

Q .—How do you arrive at that average? 

A.—By taking the total of the various monthly rates and thou dividing 
it by 12. 

Q .—That cannot lie the average; you must tuke the actual business done 
under each rate and then the uveruge should be taken. The Imperial Bank 
is generally lending at u lower rate than the rate at which money can be 
got elsewhere. Is that not so? 

A.—Yes. 

Q .—It has been suggested that somebody should give them money at u 
cheaper rata? 

A. —Yes. 

Q .—How can they pay 9 per cent, when somebody else pays only four 
Iter cunt? 

A. —That is because of the huge profits that they are able to get in the 
Federated Malay States and other places. 

Q .—Is anybody going to lend them more money ut a lower rate? 

A.—The point which one of them brought to my notice was that the 
deposits with the Government which fetch only 4 per cent may be deposited 
with them when they are reorganised and linked with q central or reserve 
bank. 

Q .—The co-operative societies can liorrow money in the open market at a 
lower rate than tho Nuttukottai Chettis cun because tlieir credit is much 
higher. Do you think that the peoplo will deposit money for 4 or 5 per eont 
with the Nattukottai Chettis in preference to the co-operative societies? 

A.—No. 

Mr. Thomat: In regard to the nidhis what were the reasons that weighed 
■with you in classifying them as commercial institutions ruther than as 
mutual benefit societies? 

A.—We, found that they were not doing the business of the mutual benefit 
societies and so we could not give them the benefit of the exemption in 
accordance with the decision of the Madras High Court in the Mylaporo 
Hindu Permanent Fund ease. There the fund was found to be lending only 
to merabeie, whereas in the case of these nidhis the money is lent to out¬ 
siders as well. 
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Q .—Do you know if the Tanjore nidhis do so? 

A. —I do not know. But there are five or six nidhis in Triehinopoly. 

Q. —Are they lending to non-members? 

A.—Tea. 

Q. —They take deposits also from non-members? 

A. —Yes. 

Q .—On that ground, you have taxed their profits? 

A. —Yes. The Madras High Court in the Tviehinopoly-Tonnore Fund 
case have given the reasons why those should not be considered as mutual 
benefit societies. 

Mr. Unpaid Mr non : You say that the total assets of the Nattukottai 
Chettis is Rs. 66 (Tores. ] wish to know how much of it is their own funds 
and how much of it is trust funds? 

A.—T am sorry T cannot give yon the information. But the borrowed 
capital includes the trust funds with thorn. That comes to nearly 5ft per 
cent. 

Q. —So at least 50 per cent is trust funds? 

A. —T am afraid that cannot be taken as 50 per cent. 

Q .— What T want to find out is that when they want the funds of tho 
local bodies to be given them at a low rate of interest, the rate of interest 
at which they are holding trust monies which they have already with 
ilieni? 

A. - Hut many of these trusts are not legally constituted trusts. T know 
there are several cases where they utilize the money for some ehnritnhle 
purposes hut they arc not legal trusts. 

Q. —rf they get these funds from the local bodies aro yon sure thnt thev 
will lend out (or the benefit ol the people at large at a rate cheaper than what 
they are charging now? 

.1.—They said that then they would do so. 

Q .—Rut have they done so in regard to tho trust funds which arc already 
in their possession? 

.1.—Hut these funds arc as good as their own private property. 

Q .—Then you maintain that tho reason for thp flow of capital to tho 
Federated Malav States, Burma, Oevlon and other places is heennse they 
could find a bettor rate of interest ? 

A.—Yes. 

Q .—You also said they would bring back their money to Tndia if 
they could get better financial facilities from Government, say money at n 
very cheap rate ol interest. Ts that not so 9 

A.—Yes. Thev also said that if more facilities wore offered for recovering 
their dues from their debtors similar to those given to them in the Federated 
Malay States there would he inducement for them to do money-lending 
business in India on a large scale. 

Q. —Then can von say whether they would organize themselves os bankers 
under a registration board? 

.1.— 1 asked them whether thev would form themselves into joint-stock 
companies. They are cautious and gave only a half-hearted reply. 

Q .—Can you suggest as to the wav of linking up the indigenous hanker 
to the central monev market or with the reserve hank. Thev say that 
they want better facilities. Do you not think that there should he a better 
organization in order to link the indigenous bankers with the central 
money market P 

A.—The only way seems to he. even if they do not form themselves in 
to joint-stock companies, they -should he asked to register themselves as 
money-lenders and thereby Government can secure control over them and 
in that manner bring them into closer touch witli the methods they wish 
established. 

Q .—What guarantee is there that if they are afforded the facilities that 
they want they would bring back their 'money into Tndia? Everything 
depends on the question of supply and demand and,the money; flows into 
that place where there is a demand for it and better rates of interest are 
offered. Ts that not so? 

A.—As it is, T do not think that they will bring hack their foreign capital 
into India. 
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Q. —You know that in England, America and other countries the rates of 
interest are much cheaper than in India and therefore their capital comes to 
India where better rates of interest can be earned. In the same way as the 
money of the Nattukottai Chettis flows from India to other countries where 
better rates of interest are offered, do you not think that money from the 
places where the rates of interest are much lower than they are in India 
will flow into India? 

A .—I cannot say. 

Q. —What is happening now? Do yon not find external capital is coming 
into this country? 

A .—Yes. 

Q .—And that has been for the improvement of the country. Do you 
admit that? 

A. —Yes. 

Q .—Do you not think that for the benefit of the Indian money-market 
and Tndia as a whole we should link the Indian money-market with the 
money-markets of the world? 

A.—t think so. 

Q .—Tf you put restrictions on a particular class of money-lenders and 
favour another class of money-lenders will that work for the benefit of the 
country as a whole? 

A.—1 have not advocated the imposing of any restrictions on any parti¬ 
cular class of people. 

Q .—You do not think that those people are using much of their money 
in trade? 

A. —They are chiefly money-lenders. Romo of them also trade. 

Q .—Yon do not think that those who utilize their own capital as hankers 
and who also utilize that monev for purchase and sale of goods and thus 
making nrofit can be classified ns bankers. Do von? 

A.—No. 

Q .~~So banking must be pure and simple banking? 

A.—Yos. 

Q .—Hanking and trading should not be mixed together? 

A.—No. they should not he mixed together 

The Chairman : This kandtt system is prevailing among small classes of 
Chettis ? 

A.—Yes. 

0. —ft is not met with in big Clietti firms 9 

A.—No. 

Air. Thama*: There are also other classes of money-lenders that give 
money on the kandn system ? 

A.—Yes, but the original class of money-lenders who introduced this in 
these parts is the Nattukottai Chettis. 

Mr. Cajmla Merton : They are bankers from times immemorial and thev 
know hanking both as a science and mi art Thev are an adventurous 
class of neople and need everv encouragement. 

Mr. Thmnan : You spoke of certain Chetti firms having failed some time 
ago. Con you give the reasons? 

A.—The reason for the failui-c of the C’nlculta firms was. 1 was told, 
that money got locked up in agricultural estates. As the assets were not 
fluid enough they were not able to meet the demands suddenly made This 
was the main cause. 

0. —There was no speculation? 

A.—There was no speculation. Monev was not kept in a liqnul form, 
that was all. 

0. —Money was locked up in land? 

A.—Yes. 

0. —And probably that depreciated ? 

A .—No. Money' was not immediately available to meet the rush 

0. —Did not any of their brother hankers come to their rescue? 

A .—At that particular time some eight of them collapsed together. 
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0.—Are there many Nattukottai Chettis who lock np their money in 
land? 

A.—They will not ordinarily do so. They have rubber estates in Malaya 
and tea estates in Ceylon, but the moment thoy get good prices they sell 
them. If you refer to the rales and regulations or the community in 
Appendix F it is laid down specifically that they should not engage them¬ 
selves in agriculture. 

The Chairman: Which was the firm that recently failed? 

A.—The T.S. Firm. There I was informed that the assets were equal 
to the liabilities, but they were not liquid. They had extensive landed 
properties. 

Mr. Qopala Merton : Four years ago the A.R.A.R.S.M. Firm failed? 

A. —Yes, they ran a textile mill at Choolai on very unbusinesslike lines. 


(The witness then withdrew.) 



Friday, Slat January 19*0. 
MADURA 


Present : 

Mr, H. M. Hood, l.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.mtt., vh.d. 

Mr. C. Gopala Mbnon, k.e.c. 

Khan Bahadur V. Hameed SuItan Maricaih Sahib Bahadur. 


M.RJRy. C. D. 1C AT AG AM Avargal, Deputy Registrar of 
Co-operative Societies, Madura. 


Oral evidence. 


The Chairman : You arc the Deputy Registrar hero? 

A.—Yes. 

Q .—What is the result of the co-operative societies hereP Has it produced 
any result that you can see? 

A .—In several places it has brought down the general rate of interest. 
Q .—Can you give us anything more definite than that? Con you give 
us actual figures? 

A.—No. 


Q .—What is the prevailing rate now? 

A .—Is it in places where there are co-operative societies or where there 
are no co-operotive societies? 

Q .—Is there any difforence in the rates where there are co-operative 
societies and where there are no co-operative societies? 

A .—In places where there are no co-operative societies the rate of interest 
is 18 per cent and where there ore societies it is 12 per cent. 

Q .—Any idea what the rates were 15 years ago? 

A .—For persons with good credit it was 12 per cent, otherwise it was 
much higher. 

Q .—You say the rates have come down. How much have they come down P 
What is the extent of it? 

A.—Nowhere is it more than 12 per cent even to persons to whom co¬ 
operative societies will not lend. They are all able to get loans at 12 per 
cent. In some places it is less than that but nowhere more than 12 per 
cent. 


0.—What was the, rate of interest previously? 

A.—It was more than 12 per cent. 

Q.—How much moreP 
•A.—I cannot say definitely. 

Q .—Are the Nattukottai Chettis lending at very much higher rates? At 
18 to 30 per cent interest P 

A.—I know of places where these Chettis have closed their businesses 
where oo-operative societies have been established. 

Q .—That is a very good thing? 

A.—Yes. 

Q .—You have got one fairly big urban bank here in Madura. What is 
it doing? Lending meneyP 
A Yes, 



Q .—Who tof 

A.—It is lending money chiefly to the professional classes. 

Q ,—It does not include Government servants P 
A.—It includes Government servants. 

Q .—They have got their own society P * 

A.—Some of tho urban banks prefor them. 

0.—They are lending to small tradesmen ? 

A.—Not to a large extent. 

Why? 

A .—The tradesmen have been keeping to their old groove and they havo 
not been drawn to this. 


Q .—Why is that? Can you give us any reason! 1 May 1 suggest that it 
is in the hands of tho professional classes und they do not encourage others 
to come into it? 

A.—Yes, it is po. 

J .—It is not of very much use in financing trade, i mean retail trade P 
.—No. 


Q .—At present the small shop-keeper is getting a good deal of loans from 
the Chettis? 

A.—Yes, they do. 

Q .—And from MultanisP 
A.—Yes. 

Q .—You know the kaudu system P 
A.—Yes, I know it. 

Q .—Is it common P 
A.—Yes, among traders. 

Q .—The co-operative bank could finance such business? 

A.—It could. 

G.—It does not? 

A.—No. At present in places where the directors are drawn from among 
businessmen it is more popular among traders. 


Q .—Is there any idea that it will not be on co-operative basis P There 
is no Opposition to it on that ground P 

A.—No. 

<i -—You have any prospects of co-operative societies being of any nse 
for that purpose? 

A.—Yes, it is gradually drawing traders in. 

ij. —-Would it not lie advantageous for these traders to form a society 
to finance themselves P • 

A.—Yes, they can form a separate society, 

Q .—Is the ordinary urban bank capable of conducting such businessP 

A.—The traders cau get into the management. 

Q .—Why do they not have a separate society as in TirukkoyilurP 

A.—There may be competition among the two banks to draw in deposits 
and the rate of inteiust may go up. 


Q .—Will they get enough P 

A.—The depositing public have entire confidence in co-operative societies 
and they prefer co-operative societies even at lower rates of interest. If Share 
are two societies in one and the mm place the deposits are attracted more 
towards the later society. Having one liank will be more economical. 

Q .—The cardamom planters; their produce comes to Madura. Is that 
iMtaoP 

A.—Y«. 


q.—W hat is happening about that? That is fiuanoed by whom at presentP 
A.—By the traders of Bombay. 

J .—They advance money P 
.—Yes. 

0.—Whe toP 
1.—To the planters. 
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Q. —Direct? 

A, —No, not direct. They have their agents here. 

Q .—What do they advance for? 

A,- —For cultivation expenses. 

Q .—That is for clearing the gardens after the monsoons? 

A.—Yew. 

!.—On the security of? 

L.—They undertake to sell them the produce. 

Q .—Is that the only finance they obtain at preeeut? 

A .—There are co-operative societies at present established. 

0 .—They have not got a limited liability company of their own? 

JL—Yes, they hare. 

0.—Is it not doing anything? 

.4.—It is purchasing produce. 

Q .—Is it not lending any money? 

.4.—They do, by way of advances. 

0 .—And the co-operative societies? 

A.—They lend to the members. One society at Bodinayakkanur sells the 
produce of the members. 

—How many societies are thore? 

.—Five. 


J .—Are they doing anything? 

.—They are doing something. 

0 .—Any idea as to the extent of their business? 

A. —They do about a lakli of rupees business a year, some more than 
that. 


Q.—These cardamom planters, whose estates are actually in Travancore, 
in tne past they were given loans by the cardamom merchants who advanced 
to them money and took over the produce. ■ They were satisfied with what 
ever price was offered. A series of co-operative societies were opened, five 
in number which were intended to take over the produce and arrange for 
its sale and they also gave advances to the producers on the security ol 
the produce. Correct me if I am wrong? 

A.—Sometimes personal security was bIbo taken for advances made before 
the produce was sold. 

Q .—These estates, all of them were on the other side of the border but 
their markets were in British territory? 

A.—The first group of markets were at Kombay, Bodinayakkanur and 
Thevarain. Some of the produce came to Madura also. They used to bo 
stored in the godowns here and the Imperial Bank advanced money on that 
to the extent of Rs. 6 lakhs to Bs. 6 lakhs. Then there were the bigger 
markets at Tuticorin and Calicut. These co-operative societies were formed 
and they did a little bit of business and then the more prominent among 
those members of the co-operative societies formed a limited liability company 
which was formed for the purpose of buying up the produce. Their idea 
was to go even further, to corner the whole cardamom market. They estab¬ 
lished some branches and sale depots in northern India. 

Q .—These cardamom estates, what is the average extent of each? 

A.—They vary from 5 acres to 500 acres. There is one Mr. Subbayya 
who owns an estate of 1,000 acres. He is the most prominent of them. 

■ V .—So the highest is 1,000 and the smallest 6 acres? 

A.—Yes. 


—What about these co-operative societies P 

.—The main grievance of the merchants against those co-operative 
societies is that the merchants wanted 15 days’ credit which was not given 
hy the societies. 

J .—What did the Imperial Bank do? 

.—They advance money on the produce locked up in godowns. 

Q .—Am I right in saying that these were released bit by bit? 

A.—-Yes. Bnt the planters found it difficult to bring it to Madura because 
the Imperial Bank wanted them to bring it to Madura. They found it 
better to ship it direct .to Bombay. 
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f,—Are there godowus in Madura? 

-Yes. 

S .—Is the joint-stock company doing any business? 

.—They did not do very much last year. They purchased a large quan¬ 
tity bat found themselves unable to sell it. They opened depots in Northern 
India but found themselves unable to compete successfully with the local 
traders there who had more of local knowledge. Some people who had 
ioined the company now are eager to come back to the co-operative society. 

Q .—The co-operative societies are lending for a numbor of different pur¬ 
poses. Are they lending much on produce? 

A.—Not to a very large extent. 

).—Is it developing at all? 

L.—It is developing. 

J .—Quickly? 

.—Yes, especially in commercial produce, like cotton. 

Q. —You havo got a big cotton sale society at Koilpatti? 

A.—Yes. 

).—What is the extent of its business? 

L.—Rs. 2 lakhs a year. 

—Is it the ryots’ cotton or the merchants’ cotton? 

-In a few cases the ryots buy their neighbour’s cotton also. 

i .—What is the result? Havo the ryots benefited? 

-Yes, a large number of them have benefited. 

Q .—Have you any idea as to the extent of the benefit? 

A .—The exporting firms prefer to get their cotton from tho co-operative 
sale society and they find a more ready sale than the other cotton. They 
find no adulteration in the cotton marketed by that society. 

Q .—Sure about that? 

A. —Yes, that is the general opinion among the exporting firms. But 
some firms want also inferior cotton. 

Q. —For adulteration purposes? 

A. —Yes. The adulteration goes on in the spinning mills. 

Q .—What about the ordinary village society? Is it lending on producer 
A .—A few. 

).—la there any indication that it is increasing? 

1.—It is increasing. 

Q .—What are they lending for? 

A.—For their agricultural expenses, or for payment of kist, or to keep 
their family going before they sold the produce. 
h —These are short-term 'loans? ■ 
l.—Yes. 

.—Is the short-term loan increasing? 

.—Yes. 

.—Is it genuine short-term business? 

.—Yes. 

Q. —Can you say to what extent societies are lending for a purpose while 
the money is used for some other purposes P 
A. —I cannot say. 

Q .—What is the result of this lending at lower rates of interest P Is the 
ryot better off or is he more in debts? 

A.—There are instances of both. 

f .—What is your general impression about it? 

•—Improvident ryots are getting more into debts because they get 
cheaper money, but the prudent men are benefited. 

.—Are there many such? 

.—A considerable number- 

-What about the money-lenders ? 

••—Money-lenders in the villages having co-operative societies bare ceased 
to make money. Some of them nave joined the society and have deposited 
their money in the co-operative societies. They have got into the management 
also. 
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Q.—In some cues I suppose societies are used to realise their own dawf 

A.—There are a few such cases. 

Q .—What about the other class, the small artisans and the weavers P Are 
they (setting any benefit? 

A. ^-Practically the weavers are net getting any benefit. They are not 
able to find a sale for their produce. 

ihe Chairman: Is there any sign of the ordinary villager taking an 
interest in the co-operative societies? 

A.—Yes. More and more people evince interest in the working of the 
societies. 


Q .—Is that at present very much? 

A .—There is a great deal of improvement. 

When do the members of the society meet? 
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There is a society at Oindigul which 


L.—In most cases it is once a year, 
meets once a fortnight. 

Q .—There was a conference P 
A. —Yes, last October. 

Q .—What is the result of that? 

A.—Societies are being encouraged. By-laws have been amended. 
Q .—Is there much opposition in the villages? 

A. —No opposition. 

Q .—Are there overdoes? 

A. —They arc on the increase. 

.—Why? They were down last year? 

.—Yes. 

Q .—But what about the present? 

A. —They are going down. 

.—What is the cause? 

.—More efficient supervision. 

0.—By? 

A.—Officials. 


Mr. Copula Ale non : Not by the directors? 

A.—No. 

Q .—Why not? The directors are responsible for the management? 

A.—They have to depend on the members who elect them. The directors 
are elected by the shareholders at the general meeting and these share¬ 
holders are those who are in arrears. 

The Chairman: Non-official supervision, has it Improved? 

A.—There is slight improvement. Some three months ago 1 organised 
a society in Tuticoriu on the condition that each member should pay for the 
recurring deposit. In that way they have great advantage for themselves 
by way of savings and the overuues will be watched by the members. Some 
four years ago also I started one such society and I hear that it is working 
very successfully. 

Q .—What about personal savings in the village ? Are there many deposits 
in your districts in the village societies? 

A.—Not in the village societies. 

Q .—Was not the question raised some time ago for encouraging savings 
deposits? 

' A.—Yes. 


<?.—Any result P 

A.—It is only done in urban societies. In Tinnevelly there are no 
societies taking deposits. 

0.—But there are a large number of chit funds in Tisnevelly? 

A. —Yes; there are. 

J .—In these chit funds the members are subscribing every month? 
.—They subscribe only once in six months. 


Q .—If they can subscribe to them, Why toot they subscribe to the co¬ 
operative societies? Has not that ides keen put into themP The village 
^nineties have provision in their by-laws fw running chit funds. Yea know 
Of fttty tmfe single Insta nce When it hen been ttenef 
A. —The by-laws provide for monthly subscription. 



0.—Yon know of any tingle ease in which it i» dona? 

—In the urban areas there are. In Palameottah in the urban bank 
they have a number of chits. Tn Dindigul also there are, but not in village 
societies. 

I.—You have much experience of these chit funds? 

.—Yes. 

Q.—Have you any idea as to how many chit funds there are hi the 
Tinnevelly district? 

A.—I cannot say, but it will be more than a thousand. 

* O,—Is there more than one chit in the village? 

I.—Yes. 

G,—Do many poor people run chits in kind? 

A.—At one time there was, hut now it is getting out of fashion. 

(/."-Small chits of eight annas and so forth, is if a weekly chit or 
monthly? 

A. —Monthly. 

Q. —I suppose there are a good number of them? 

A. —Yes; there are. 

Q .—The bigger ones, what will be their amount? 

A .—The bigger ones will be about Rs. 60 to Rs. 100 every six months. 

Q .—What is the price and how many years? 

A .—Twenty instalments and ten years. 

Q. —What is the commonest form, the prise chit or the auction chitp 
A.—Auction chits are more common than prize chits. 

Q .—Chit funds, the bulk of them is on monthly subscription P 
A.—Yes. 


0 .—Tfc there chits of ten rupees monthlyP 

A.—Very few. If it lie monthly the amount will be a rupee or two. 

Q .—Are there not many of those? 

A.—There are. It is confined to wage earners. 

Q .—That is wliat I want to know. Can yon give ns an idea of th# 
members of these? 

A.—At least 5,000. Tlie average amount will be about Rs. 20 to Rs. 25 
each. 


Q .—And the bigger ones® 

A.—About a thousand. 

Q .—Have you not got prize chits? 

A.—There are two kinds of prize chits. But it is not so popular. 

Q. —-Why? 

A,—It was more popular but now it has gone out of use in the Tinneyelly 
district. 


Q. —Now, are these chit funds on the increase? 

A.—The bigger ones are not on the increase. 

Q .—Whv do they run those chit funds? 

A.—Tt is generally because persons whom they want to oblige go round 
and ask for a chit being run. The men rune in his own interest every 
time. 

0.—Cannot he get those funds in any other way? 

4*—No one may like to pay him Rs. 1,000. He may require to start a 
business Rs. 1,000. Instead of borrowing it from one person, ho gets the 
money from 90 persons. Others get the money in turn. 


Q .—Are there many abuses? 
A.—Not in the big onee. 


Q .—How is it that they often oome into court? 

A.—1%ose who go to the court may be * or « per cent or even leas than 
that. After aii 6 to 9 per cent is net a big proportion. 

S b—Do yon know whether chits and nidhis do anything that could not 
one by the ordinary bank or by the re-operative societies? 

A.—Subscribers to these chits are always frotp a single village. They 
do not come from other Mi^hbaurief; vt W agse, 
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Q .—-Where do they come from? They could put their monies in a co¬ 
operative society and earn more profit ? 

A. —Yes; the membership in'the co-operative society will be only for those 
residing in that part of the village. But everybody ie eager in the village 
to join the chit. 

$.—Why not he get money from the co-operative societies or from flidhiP 
It is more obliging to him than those people P 

A. —The field is more limited. 


0.—Why not from the Multani. Marwari or Chetti? 

1.—Some people who join the cnit do not do it voluntarily with the idea 
of saving it but to bid for the amount. Others consider it as a source of 
investment, a form of saving. 

Q .—Why join the chit? Why not put the money in co-operative societies 
as deposit P 

A. —Yes; they can do so. Here they nre compelled to put their money 
every six months. 


0 .—Is it convenient for payment every six months P 
A.—Big ryots pay when they sell the produce. There are places whore 
people get two crops. 

Q .—Even then it is only very few people? 

A .—It is only such people that will join the chit. 


Q .—How can they get an advantage from the chit fundP Co-operative 
societies are equally safe. They can put funds in savings deposits or recur¬ 
ring deposits whenever they get funds. 

A •*—Yes. 


Q .—They can get loans at a lower rate of interest on* more favourable 
terms? 

A.—Yes. Such people who require loans can borrow from the co-operative 
societies. Bnt the people who go to the chits do so because they get their 
income every six months and someone is going and asking them to join 
the chit. 


Mr. Thomat: Are there considerable overdues in the co-operative societies 
in yonr division? 

A.—Yes. 

Q .—Has it been on the increase? 

A.—It was on the increase but now it is going down. 

Q. —Long-term loans were given. For what periods? 

A.—That kind of loan is for eight to ten years. It was common, but 
not now. 


Q .—Does any co-operative bank over here discount bills of exchange? 

A.—Now only the urban banks are doing that. Jt is only for customers. 
Q .—Did yon say that the shop-keepers have not much incentive to join 
the co-operative societies? 

A.—Yes. 


Q .—Is it because they are indifferent or because the professional people 
are not sympathetic towards them? 

A.—They find it more difficult. The professional people are not in touch 
with them. They are able to assess their credit very rarely. They have got 
produce in their godowns. 

■ Q .—How would you make co-operative societies more serviceable to the 
shop-keepers in the townP 

A.—They should get into touch with the members and they should have 
their own men in the directorate so that those who are directors from among 
themselves may be able to give the necessary information to the other 
directors. 


-’What stands in the way now? 

[.—There is the Chamber of Commerce. Those people want more heavy 

_a which the co-operative societies cannot afford to give. They want 

generally twenty to fifty thousand rupees. But in the case of small shop¬ 
keepers they may be helped from the co-operative societies. 

f .—They are not coming? 

.—They are gradually being drawn in. 


(The witness then withdrew.) 
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Friday, 31st January 1930. 
MADURA 

Present : 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. THOMAS, M.A., B.UTT., PH.D. 

Mr. C. Gopala Menon, m.l.c. 

Khan Bahadur V. Hameed Sultan Mabicair Sahib Bahadur. 


MJt.Ry. jL R. VEWKATASWAMI NAYUDtT Avargal, 
Merchant and Agent, Post Box Ho. 51, Madura. 


Oral evidence.* 

Mr. Thomas : May 1 know the business you are engaged in ? 

A.—I am doing no business myself. I am only a commission agent and 
purchase goods ou indent terms fur account of my clients. 

J . —Have you had any experience of money-lenders? 

.—I have very little experience about thorn. 

Q. —Do you know how groundnut is brought to Madura market and how 
they are sold? 

A. —I do not know much about the groundnut business in MaduTa. I 
have not done business in Madura in this line. 1 only know how they are 
exported in Cuddalore and Chingleput. 

0. —Do you know how the English firms get their produce? 

A.—The ryots sell their groundnut to the middlemen first who afterwards 
either sell them to the European houses or directly export them to foreign 
countries. Sometimes the European firms appoint commission agents or 
open their own agencies lor the purchase of groundnuts directly from the 
ryots themselves. 

Q. —Who are the middlemen—Are they commission agents? 

A. —Yes. Some, middlemen also buy for their own account. 

Q. —What is the relation between these middlemen and the ryots? Do the 
ryots take advance from the .middlemen ? 

A. —Sometimes they take advances but it is not common. Because, if 
they tnko advances, the produce must lie sold to them only, while they can 
sell their produce to any other men, if they do not take any advance, and 
thus effect more profit if the. prices aro favourable at the time of effecting 
sales. 

<?.—And what is the relation between the middlemen and exporting firms? 
A.—The middleman is one who sells to the buying houses or to the 
shippers the goods which he purchased or received as consignments for sale, 
from the ryots. The exporting firms are those who ship the goods to the 
foreign countries against orders from buyers or for their own account or 
for the account of the dealers on this side. The ryots are the agriculturists 
who sell the goods to the middlemen or to the buying agencies or sub¬ 
agencies of the exporting firms. 

Q. —How do the ryots take their produce to the markets? Who is trans¬ 
acting with the firm and in what way does the whole produce reach the 
port? 

A. —The ryots first of all sell their produce to the commission agents and/or 
the buying agencies who purchase for the European firms. Sometimes, 
as I have already said, the commission agents purchase directly for foreign 
companies, by making some arrangements with them. They forward the 
goods by cart or by rail to the port. 


* For written evidence, vide pages 241—242, vol. II. 

45 
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Q. —You said that the ryots get advances from the middlemen. On what 
terms P 

4..—1 have no knowledge of it now. In certain cases goods are sold for 
cash against delivery also. 

Q .—Do you know what commission they generally charge, for purchasing 
the produce for the English firms P Have you done any such business P 

4.—One per cent. I have been doing commission business in iron, steel 
and other things for dealers in Madras and Madura only. T have personally 
done no such business and I have no first-hand information. 

Q. —Have you had any occasion to study the dealings of Multanis and 
the Nattukottai ChettisP 

A. —1 have heard of them, but have no direct experience with them. 

Q. —Do you know what is their rate of interest? 

4.—I understand that it is between 9 to 12 per cent. 

Q. —Do you know of the kandu system? 

4.— I have heal'd of the kandu system, but I have no experience of it. 

Q.—Have you any knowledge of the Manjaputtur ChettisP 

4.—1 have no idea. 

Q. —You had been Secretary to the Chamber of Commerce? 

4.—Yes. 


(The witness then withdrew.) 

The committee adjourned to meet again at 11 a.m. on Sunday, the 2nd 
February 1930, at Tuticorin. 
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Sunday, 2nd February 1930. 
TUTICORIN. 

Present: 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., ph.d. 

Mr. C. Goi'aea Menon, m.l.c. 

Khan Bahadur X. Hameed Sultan Mahicair Sahib Bahadur. 


M.R.Ky. A. XL A. S. DOB AI SWAM I NADAR, Banker and Timber 
Merchant, Tuticorin, and Representative from the Indian 
Chamber of Commeroe. 


Oral evidence. 

The Chairman : You are a member of the Indian Chamber of Commerce? 
A. —Yes. 

Q .—What is your own business? 

A.—I am a local banker and timber merchant of the place. 

Q .—Where do yon get the timber from? 

A.—We import it from Malabar, Rangoon and other places and sell it 
here. 


Q .—How do you pay for it? 

A. —By means of hundis, cheques, etc. 

Q .—Have you got branches there, or do you work through commission 
agents? 

A. —We work through commission agents. 

£).—They purchase it locally and despatch it to you? 

A. —Yes. 

Q .—On what terms do you borrow? Is it for cash or on promissory note? 
A. —The commission agents purchase for cash and send the timber to me. 
On delivery of the timber we pay cash. 

—How long does it take for the timber to reach you? 

-About a week. As soon as it is landed here, I pay the amount, 

i. —Does your timber come direct from Rangoon to Tuticorin? 

J.—Yes, the timber comes direct to Tuticorin but the documents are sent 

to our Madras agents who make payments against them and send them again 
to us on receipt of our payment. 

—How do you pay? 

.—I pay them through hundis at Madras. 

j. —Do you buy hundis here? 

..—1 am myself a banker and send my own hundis to merchants at 
Madras. 

,—Your hundis are cashed at sight onlyP 
.—Yes. 


(J.—The goods aro sent here and on the receipt of the bill of lading, you 
straightaway take delivery of the goods, do you not? 

A. —Yes. 

Q. —Where do you raise your money P 
A.—-I have my own capital. 

Q.—How do you sell the timber? 

A.—I veil it locally in retail. 



Q .—Have you got any warehouses here to store the timber? 

A.—I have my own warehouse and take tho timber to it and sell it after¬ 
wards in retail. 

Q .—Do you not raise any money on itp 

A. —No, I do not generally do so. 

Q .—You purchase timber front Rangoon and sell it locally? Con yen 
tell me how many times you would do that every year? 

A .—We are getting consignments twice a month for some months only 
in a year. We get nearly for 7 months in the year. 

Q .—Do you ever borrow for carrying on your business? 

A.—Generally 1 do not borrow tor the timber business. 

Q .—You run your bank iu conjunction with the timber trade, do you notP 

A. —Yes. I have opened a separate department for hanking business. 

Q .—Which did you start first? 

A .—The timber business was started first. 


(j ,—I take it that you found it necessary to open a banking department 
to run your timber business, is that not soP 

.1.—Not exactly so. They ure separate businesses. The timber business 
was started nearly 30 years ago and the banking business only 12 yearn ago. 

Q .—What is the nature of your banking business? l)o you finance any 
particular trade ? 

A .—I give loans to all local merchants. 

Q .—Is it a fact that tho banking business developed from your timber 
business? 

A. —Yes. I give a part of my excess capital in bunking business, as the 
whole of my enpitul is nob necessury ior my timber business. 

Q .—Do you finance only retail merchants or wholesale merchants? 

A.—To both retail and wholesale merchants and specially to the grain 
merchants in the locality import stock which is in excess of their capital and 
to those people we lend. 

■Q .—On what security do you lend? 

A.—1 lend on pro-notes and on current accounts. I do not demand pro¬ 
notes every tune on tegular customers, and important traders. 

Q .—Do the grain merchants to whom you lend import grain from outside 
or purchase their paddy locally? 

A.—They import paddy and other grains from Rangoon, Karachi 
and other places. 

0 .—They are consigned on documents against payment? 

A.—Yes. 


!.—You have got to advance money until they get the documentP 
..—Yes. 

f.—Do you insist on them putting the produce in your godownP 
l.—N o. They take the produce to their own godowns. 


Q .—Do you lend on single signature pro-notes or do you insist on joint 
pro-notes? 

A.—Only on single signature. 


Q.—Do you often get stunted? Have you over any bad debts? 

A.—Yes, when occasionally auy merchant loses very much on goods he 
will be unable to pay me. 

Q .—Are they working with insufficient capital P 

A.—They have sufficient capital of their own. Yet at times they purchase 
over and above tbeir capital. During tho season they do big business, and 
that is why they fail occasionally. 

Q .—Is it a fact that a number of these importing merchants are import¬ 
ing grains and getting advances from local banks and bankers, although 
they have very small capital of their ownP 

A.—Most of tho merchants here have only a limited amount of capital 
in cash, but a largo amount of property, jewels, etc., and the banks here do not 
advance them money though they have property. We know the value of 
their property and their standing and we advance them. In many cases we 
do not lose. 
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J .—Do you not consider it rather a precarious business? 

,—No, because we know the nature of their business, they are doing 
really some profitable business, we watch over their business every day ana 
we do not often lose. 

Q. —Is there much profit in their importing business? 

2.—Yes, they often gain much in their business. 

Q. —Is it mostly paddy or rice? 

A. —Paddy, rice and other grains. But a greater part of thoir business 
is rice. 

Q. —What do you regard as reasonable profit per bag? 

A. —Nearly 2 annas per bag. 

Q ,—Do you think that it is sufficient for the merchantsP 
2.—Yes, but they know the time when tho prices will rise and when the 
prices are at the maximum, they sell their stock. Occasionally they may 
even get nearly one to two rupees per bag. 


Mr. Gopala Me non : You are a member of the Executive Committee of 
the Local Indian Chamber of Commerce? 

A. —Yes. 

(J.—In the written memorandum you say that Government is indifferent 
towards the agriculturists in general. Do you not think that tho Govern¬ 
ment is helping agriculturists by way of giving them credit through the 
co-operative societies? 

A. —Even the co-operative societies do not help them much. Only a very 
small amount is available to the society and mat too, to my mind, is not 
fairly distributed. 

Q .—Is it not liecause that more members do not join tho societies? 

2. —It may bo, but I would urge that more facilities must lie given to 
all the agriculturists. 

0.—In what way do you want more facilities and for wliat purposes? 

A.—If they have enough amount to give loans to all the peasants and 
agriculturists, there can be no complaint, but at present there is only a 
limited amount at their disposal and only a very few are benefited by them. 

Q .—But these co-operative societies are started in tho locality by people 
themselves who contribute to tho capital of the priinaiy societies and dis¬ 
trict banks. Is it not for the people of that locality to join in large num¬ 
bers to work the societies? 

A.—May be, but 1 cannot give any more account of them, as 1 am not 
conversant with that subject. 

Q .—Is it your point that you aro not getting help from other banks like 
the Imperial and joint-stock banks? 

A.—Yes. 


Q .—You say that you ore financing produco. Is it only rico imported 
from Burma? 

A. —We finance any produce to merchants dealing in these districts. 

Q. —Do you finance only tho village merchant or also the ryots in the 
village ? 

A.—Generally merchants, but occasionally we finance agriculturists also. 
Our merchants in turn also finance the agriculturists. 

0.—What is tho commodity they aro dealing in? 

A.—Cotton, rice, groundnuts und other grams. 

Q.—The cotton is mostly exported from hero, is it not? 

A.—Yea. 

Q .—What is tho percentage that you as a banker or an exporter who 
buys cotton generally advance on the estimated value of the cotton? 

A.—Generally about 60 per cent of tho value of cotton. 

• 

G,—I want to know who fixes the price of the produce? Is it the money¬ 
lender, the exporter or the cultivator that fixes the price? 

A .—The price is fixed according to the prevailing rates in the market. 
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S .—How is the price fixed P 

.—The price is fixed whenever the goods are brought over to the market 
and not before and at times if the agriculturists want to have the price 
fixed, they fix it up, and whenever they do so, it is always to the profit of 
the merchants who give the amount and not to the benefit of the agricul¬ 
turists. 

Q .—Is it your idea that the value of the produce should be fixed at 60 
per cent for purposes of advances P 
A.—Yes. 

Q .—You also say in your memorandum that there are great possibilities 
for co-operative marketing. In what form can co-operative societies help 
to organise the marketing of the produce? 

A. —The co-operative societies can stock the produce and advance money 
on them to the agriculturist and can sell it when the market is fair. 

Q. —You say that you are financing the traders and ryots in the villages. 
Do you think that the relation so iar as finance is concerned between the 
villager and the money-lender as it exists now is perfect or defective? 

A. —It is very defective. 

Q. —In what way? 

A.—The villages are not financed to their full requirements and a great 
amount of interest is extracted from them by those who lend money. 

Q .—Who gives credit? Ts it the local money-lender or the local merchant? 
A.—The villagers get money from both. 

Q. —Do you not think that by raising such loans they will be compelled 
to sell their produce hurriedly iu the market and lose a portion of their full 
value? 

A. —They certainly lose, because the money-lenders who lend the amount 
fix up the price as it suits their convenience. 

Q .—Have you got any remedy to suggest in order tlmt the villager can 
got a better price for his produce? 

A.—I have already said that co-operative societies for marketing will go 
a great way towards solving this problem. 

Q. —Apart from that have you got any suggestions to make? 1 under¬ 
stand that you have got a system, known as the godown system. Do you 
not think that the villager can bring his goods to the godowns and get an 
advance from the merchants who are the owners of the godowns and sell the 
goods at a tune when the market is favourable? Would not that system 
help them to obtain a better price for their produce? 

A. —Yes. 

Q. —Do you think therefore that it would bo advisable to increase the 
number of banks in order to finance these small local traders on a moderate 
rate of interest P 
A.—Yes. 

Q ,—Is it not your idea that the financing of the internal trade is now 
less looked after than the financing of foreign trade? 

A.—It ia very much less. 

Q. —You therefore suggest that 1 letter attention should bo paid tor the 
financing of internal trade? 

A.—Yes. 


Q.—How do you say that the export trade fs better financed? 

A.—The fact that there are not sufficient local bankers to help internal 
trade and the presence of a number of banks including the Imperial Bank 
giving ample facilities for foreign trade are the obvious reasons. Besides 
there are various export merchants who go to the villages and advance 
money on standing crops to the agriculturists and thus finance export trade. 


Q .—You therefore say that all that the villager does now is to take the 
advances on the crop and as soon as it is harvested, fix a price and deliver 
to the export trader? Is that so? 

A.—Yes. 


Q ,—Who generally fixes the price? Is it the merchant who advances or 
the agriculturists themselves? 

A. —It is done iu both ways, but in most cases the merchant who advances 
money does it. 
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O—Do you not therefore think that the villager and the agriculturist 
is at a disadvantage and that it is therefore that you want a better financing 
system to be created for encouraging internal trade? 

A. —Yes. 

O._Who supports this internal trade now? Is it done more by the big 

capitalists such as exporters, or by tho small capitalist banks like yoursr 

A.—I finance mostly merchants, but not the villagers. Big ryots in the 
village themselves sometimes finance internal trade. There are village 
money-lenders also. 

Q '—Are you not getting any help from the joint-stock banks for the 
purpose of financing internal trade? 

A. —I get a little help from the Imperial Bank only. 

Q .—You are occasionally raising loans from the Imperial Bank and other 
joint stock banks. Do you in turn finance internal trade? 

A. —Yes. 

Q. —Is it your idea that this sort of financing should be developed? 

A.—Yes. 

Q. —Is it your desire that there should be a number of small banks like 
yours for the purpose of financing internal trade which should, in turn, get 
help from the Imperial and other joint-stock banks? 

A .—If the Imperial Bank finance such banks at a cheap rate of interest, 
a number of Rmall hanks will come into existence. 

Q ,—What is the present rate of interest of the Imperial BankP 
A. —They lend to me at rates varying between 8 and 9 per cent. 

).—At wliat rates do the National Bank and the Nadar Bank lend? 

,—The National Bank charges the same rate as the Imperial Bank, but 
tho Nadar Bank charges between 9 and 12 per cent. 

Q. —Do you not consider that the 8 per cent rate which the Imperial 
Bank charges you is a reasonable rate? 

A. —They do not give me enough amount that 1 require. They give only 
20 per cent of my estimated capital. If they were to give me 50 per cent 
of my estimated capital it would be more beneficial. 

Q. —But are you not doing business with a number of other banks? 

A .—1 do business mostly with the imperial Bank and the National Bank. 

Q .—Do you get loans only up to 20 per cent of your capital from both 
these banks? 

A .—The highest they give is only 20 per cent. 

Q .—Have you got any suggestions to make for the development of this 
banking system and bring into existence a number of banks like yours and 
in turn get financial aid for them from the Imperial Bank and other joint- 
stock banks? ■ 

A. —I believe that a good number of capitalists will themselves come up 
to do banking business, if they get better facilities from the Imperial Bank. 
By better facilities I mean a lower rate of interest and sufficient amount 
for their requirements, at least 50 per cent of their estimated value. If 
this is done, a number of small banks will easily come into existence. 

Q .—On what security are you getting this advance from the Imperial 
Bank? 

A .—On my own personal security together with a second security. 

a ,<?•—You told me a little while ago that Ihe Imperial Bank is charging 
8 to 9 per cent and that you are charging 12 per cent? 

A. —-We charge from 9 to 12 per cent. 

0.—It is rather high for financing ihe internal trade. In what way can 
we bring down this high rate of interest the village agriculturist has to 
pay m the country P 

. ,4 “T 1 * the . Imperial Bank were to give at a low rate I will be naturally 
inclined to give at a low rate of interest too. We can even put up some 
government restrictions restricting the rate of interest. 

“Are there not money-lenders in the village? 

-There are. 


Q ■—Who are the money-lenders? 
A.—Bo many petty money-lenders. 
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i.—Are there sowcars, Marwaris and MultanisP 
.—Yea, there are. 

O,—What rate of interest do they charge P 

A.—18 to 50 per cent. 

Q .—There are varying rates of interest? 

A.—The indigenous bankers, Multanis and sowcars charge 18 to 50 per 

eent. 

Q . —You arc charging 12 per cent wliereaR the Imperial Bank charms 
only 9 per cent. 8till you want more money in the country to finance the 
internal tradeP Bow can you raise further amount? 

A.—The rate of interest must he brought down. I can only suggest that 
Government should give loans at low rates. 

Q. —Why do you look after for Government help? Cannot we ourselves 
start similar banks? 

A. —The Government must start similar banks. 

Q . —Why not people start themselves and ask for aid from outsideP 
Do you not think that it would bo better if moro banks like_ yours were 
to come into existence which should form the link for financing with the 
Imperial Bank and other joint-stock banks? 

A. —The indigenous bankers that are limited concerns is not given help 
by the Imperial Bank. As it is, the Nadar Bank which is a limited concern 
do not get help in any way from the Imperial Bank. 

O.—Why? 

A.—They" give me some amount hut for a limited concern like that 
(Nadar Bank) which lias got 3 lakhs paid-up capital and whose sub¬ 
scribed capital is 6 or 7 lakhs do not get any amount of credit from the 
Imperial Bank. 

©•—By way of remedy do you not think that by competition you can 
bring down the rate of interest by starting a large number of banks in the 
country P 

A —Yes. 

©.—The difficulty is with regard to the rate of interest which these agri¬ 
culturists are paying. Do you not think that the only way is to create more 
competition amongst bankers themselves so that the system might bring down 
the rate of interest? 

A.—Competition must he created. 

©.—Have you got any co-operative banks in this side? Village societies 
anywhere ? 

A.—1 think there are some societies. I have no direct concern with 
them. 

Q. —Are there money-lenders in the village? 

A.—Yes. 

©.—Do you think apart from the low rate of interest the co-operative 
societies are charging the rate of interest of the money-lenders and the 
indigenous bankers in that locality has come down to some extent P 

A. —At present 't haR not come down. 

©.—You therefore agree that the only way of bringing down the rate of 
interest and thus render further financial aid for the internal trade is to 
create competition by starting more banks? 

A.—Yes. 

Q -—Owing to the absence of similar hanks in the village and town you 
find it difficult to send goods unless cash is paid down on the spot? 

A.—Yes. 

©■—How do you make remittance to the interior? Suppose you have 
to remit money from this town. How is this done? 

A.—We send them through hundis. 

©.—Are there bankers in the villages through whom you can pay it 
through or negotiate? 

A.—Yes; we send it to them for collection. 


©.—In this part of the country do you use more hundis or bills of ex¬ 
change? 

A.—More of hundis. * 
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i.—What are the working hours for your bank? 
..—We work from 10 a.m. to 5 p.m. 


Q .—You close exactly at five? 

A.—Five or six. 

Q .—Have yoii had at any time experienced these village people coming 
to take money from your bank after office hours? 

A.—Many times they come after office hours. 

Q .—What do you do then? 

A.—Simply they have to wait for the next day. If it is an urgent cose 
I have to attend and pay from my own timber office to their requirements. 
O .—Are there many such transactions in the course of a weebP 
A.—Only occasionally. 


•.—So the difficulty is not felt in this part of the country? 
..—No. 


y.—Are you financing the internal trade by drawing lnindis? Or do yon 
pay that man hy v opening an account in your hanks? Which is more in 
practice ? 

.4.—1 open dailv account with him. 

O .—What period you allow for the repayment? 

,1.—As it suits me and the merchants. 


Q .—Thirty days, or sixty days or ninety days? 

A .—Mostly it will lie three months and over. 

Q .—When n man wants a loan from you, you give him credit and keep 
a current account with him. You dehit his current account in your books 
and then draw a hundi. Your difficulty is to get more money with which 
you can do more trade. For this transaction suppose you draw a hundi and 
take the hundi executed by him and get it re-discounted at a hank and use 
that money ior youv trade? 

.1.—1 do it occasionally. 


Q .— As a hanker can you not develop that sort of business and rotate your 
money in the business much more quickly than keeping thnt open account 
for 120 days? 

,1.—But it will not suit all the local merchants to get money on hundis. 

0.—Why? 

.4.—Because it will he preferable for them to open a current account; 
If T were to draw n hundi they will have to pay on the ninetieth or one 
hundred and twentieth day. A man who has got a current account may 
pay on any day. 

(f .—If iliat man is a man of credit you con get a liundi from him and 
raise a loan of at least 50 per cent from any hank and with that money you 
can carry on trade. Can you not therefore develop the hundi business in 
that way? You will have also more money to rotate in that business? 

A.—T take hundis from them. 1 deposit it at the Imperial Bank or at 
the Nadar Bank and draw money for that hundi. The merchants here will 
not always lie willing to draw money on hundis. 

? .—Because thev are not habituated to it? 

.—Yes. 

Q. —It is time for them to bring them up into a lino by drawing hundis 
and discount that hundi with another hank and get more money for our 
business purposes ? 

A.—Yes; it will lie advantageous and it must he developed. 

Q .—Do you think that any further encouragement is needed for develop¬ 
ing the hundi or bill business? Can you think of any method for developing 
hundi business P 

A. —Now we have to pay more duty for hundis. The stamp duty should 
be lowered a little to oncourogo hundi business. 

Q. —You also want facilities for discounting at a lower rate from other 
hanks? 

A.—Ybb. 

<?.—Do you draw those hundis in vernacular or in English? 

4,—I do it in English, 


46 
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Q .—Does the village agriculturist who comes here sign the English 
hundisP 

A. —They find out the amount written in figures and for the text, they 
simply believe in us and sign. 

—That sort of thing has been going on without any hitch? 

.—Yes. 

Q .—Had you at any time occasion to send your hundis to other places for 
discounting m the district on account of the maximum limit allowed to you 
by banks? 

A .—I keep it for myself. 

Q .—Have you ever tried to do that business? 

A.—No. 

<|).—Have you experienced any difficulty in raising money on documents 
of title such as railway receipts? 

A .—We give out money also on railway receipts. 

).—Is there any svstem of giving loans on warehouse certificates? 

L—No. 

).—You advance monev on bills of lading? 

1.—Yes. 

J .—On delivorv orders? 

.—Yes. 


Q .—On dock warrants? 
A.—No. 


Q .—Will it not facilitate business if bankers like von advance money 
on these documents? 

A. —Yes; it will greatly facilitate business. 

Q .—Have you had at any time trouble with regard to the advancing of 
money on railway receipts? As a hanker do you experience any difficulty? 

A .—I have not experienced any difficulty. 

Q .—You know that the railway companies deliver the goods if the con¬ 
signee executes an indemnity bond. Even though the hankers have got n 
lien upon it they cannot stop it. There have been difficulties between tlu> 
railway company, the port trust and the bank on goods which have heen 
delivered. Do you know whether the bankers have felt difficulties? 

A.—Yes. 

Q .—The railway companies should take care that the banks’ lien on tho 
goods should lie registered on intimation and that the goods should not lie 
delivered until the banks' claims arc settled? 

A. —Yes; it will be a great help. 

The Chairman : You are aware of what the Chamber has said of the 
investing habit? Do you agree witli that view? Ts that your opinion? 

A. —Yes. 


Q .—Can you give me an indication as to how much amount is invested 
in gold and silver? 

A.—A very large amount. 

S .—What is the indication of this? 

.—They do not deposit. They have no idea of putting their capital in 
some banks. As a safeguard they put it in jewels or in gold and silver. 

0.—It would he more profitable for them to put it in Savings Banks? 

A. —Yes. 


0.—Deposits in the banks are steadily increasing? 

A.—Yes- Deposits in gold and silv-er arc doercasing. They have got 
good facilities to deposit in the banks. Whenever they deposit with Rinnll 
merchants they lose mostly. 

Mr. Gopala Meiioi): Wherefrom does gold and silver come? 

A .—It is imported into the country. 

S .—What does this represent? 

.—It means that people have to get money from foreign countries. 

J .—Is it for the goods that we have sent to them as payment? 

.—We export a large number of products and we get them in gold and 
silver. 
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Q .—Is there any way, by which we could bring this money except by 
means of gold and silver? We always send more goods than we buy from 
foreign countries. It is a great problem for us? 

A?—Yes. 

Q .—How can we stop this gold and silver going to the molting pot? As 
a banker can you suggest any means by which this could be avoided? 

A .—The people must naturally be taught to deposit their money in sound 
banks instead of putting it in gold and silver. 

Q .—You are a practical banker. Huve you got any suggestion for the 
economic improvement of the country? Wo are all crying for industrial 
developments and things like that? 

.4.—Instead oi bringing in gold sovereigns, we can bring other materials 
and machineries. 

Q .-~Our great problem is to help the Indian firm. Can you suggest 
any way by which the people in the country can utilize this gold and silver 
for the improvement ol the Indian firm? 

A .—By importing all these materials instead of cashing it. We can bring 
all kinds of machineries so that wo might convert the raw produce in the 
country which the agriculturist in tho country is munuiacturing and trying 
to put into other shape. 

Q .—That is the only way by which the economic salvation could be 
reached? * 

A. —Yes. Importing of silver and gold will naturally go down. 

Q .—It is lor the people themselves to stop this. We must advise them 
for developing banking habits and try to improve tho industrial develop¬ 
ment of this country? 

A. —Yes. 


Mr. Ilameed SuHun Muiiniir: You say you are a money-lender your¬ 
self ? 

A. —Yes. 


t 
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-Have you got any idea of how the small merchants are fiuuncedP 
-They rccoive loans from money-lenders. 

-At what vate? 

-9 to 12 por cent. 

.—How long? 

■From three! to six mouths. 

So it is rather rotating? 

.—Yes. 


.—What is tho capital of each? 

..—It may range from Its. 1,000 to 10,000. 

'.—What about the siuul,l shop-keepers? 

,.—Thousand rupees. 

'.—They have no dealings with any of the banks? 

..—Only big merchants hove got dealings with the banks. 


Q .—Do they find any difficulty in the transaction of their business P 
.1.—They find it inconvenient to pay a high rate of interest. 

Q .—Do they deal with any of the Marwaris, Multanis or Nattukottai 
Chottis ? 

A. —Yes; smaller merchants have got dealings with them. 

Q .—You say that they pay 50 per cent on kaudu system? 

A. —They take a pro-note for Bs. 100 and pay only ninety rupees and they 
get back at the rate of one rupee per day for the 100 consecutive days. 

Q .—In your calculation it works ubout to 50 per cent? 

I.—Yes. 


The Chairman: Who does this? The Multanis or the Marwaris? 

A.—There are some Ohetti firms. The Arabs and Punjabis also do in 
the same manner. 

Mr. Maricair: Are you advunciug money to the retail merchants? 

A.—1 finance a great number of them but not the smaller merchants. 

Q .—What is your rate of interest? 

A.—9 to 12 per cent. 
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Mr, Thomas : Where does the imported rice oome fromP 
A. —Rangoon, Bombay and Karachi. 

Q. —Is not rice raised in large quantities in Tinneveilyp 
A. —Yes. 

Q .—Is it not brought to TuticorinP 
A.—It is not brought to Tuticorin. 

O.—Where is it marketed, thenP 

I.—It is marketed in all the local places. That is not sufficient for the 
use of the district. Tuticorin supplies for the southern part of the Presi¬ 
dency. 

Q .—That probably goes to other districts P 

A,—The rice that comes from Rangoon is supplied to the people in Tin- 
nevelly and Ramnad districts. 

Q .—Where is the paddy produced in tho Tambraparni valley marketedP 
A.—I cannot say. 

Q .—Do the agents of grain merchants go into the interior to collect 
paddyP 

A.—Generally they do not. 

O.—Who are the professional money-lenders hero? 

A.—Some local bankers like myself and one or two Hra limans and 
Chettis. * 

Q .—Brahmans from Kallndakurichi P 
A.—Yes. 

J .—Have you any information of the marketing of cotton P 
.—The loi-iil merchants here buy it from all tho agriculturists. 

Q .—Do they go to the village and there buyP 
A.—They send their agents. 

O .—Do they advance to the ryots P 
A.—They make advances to the ryots. 

Q .—Do they make advances liefore tho crops uro harvested P 
A.—Seeds are given to them. The cotton merchants themselves have 
got seeds and they sell them. 

Q .—The foreign firms import the seed and merchants send it to the vil¬ 
lages P 

A.—Yes. 

Q .— Do you know the terms on which tiiese advancos are given? Are 
they given at a high rate of interest? 

A .—From 12 to 18 per cent and they take some commission on the pro¬ 
duce for having advanced. 

0 .—What is the commission charged for the sale of the produce? 

A.—They may take from 5 to 10 per cent. 

Q. —Are they not commission agents, or are they purchasing on their 
own account? 

A.—They purchase themselves and they act as brokers as well. 

Q.—The conditions of marketing are unfavourable to tho cultivator? 

A.—Yes. 

0. —The commission charged by them is high? 

A.—Yes. 

Q.—Is there any co-operative society for marketing purposes ?- 
A.—No. 

2 .—Have you got dealings with the village people P 
.—Only to a very small extent. 

Q .—Have you any information about the export trade of Tuticorin with 
Ceylon P 
A.—No. 

J .—Who manages that trade? 

.—It is the Indian merchants here. 


Q .—They collect the goods from all over the district and send to 

Colombo P 
A.—Yes. 
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0.—What class of merchants are they? 

A. —In Tuticorin there avc a largo number of Nadar people and also 
Vellalas. 

Q .—Are they the agents of the Ceylon firms or independent firms having 
agencies at Colombo? 

A .—They have their own agencies in Ceylon. 

<^>.—What are the terms of your loan trnnsactious? At what rules of 
interest do you loud? 

A. —From 9 to 12 per cent per annum. 

O.—Tn what way do vou fix the rate? 

A.—During times when I have got large sums of money idle I charge 
a lower rate of interest. 

.—So it is according to the demand? 

.—Yes. 

Q .—Not accordjqg to the security offered by the borrower? 

A.—Not according to the security. 

Q. —You lend on single signature? 

A.—Yes. 

Q. —Yon have not found any difficulty in recovery? 

A.—No, I have not found any difficulty. 

q .—Do you think that the joint-stock banks are much too cautious in 
insisting on joint signature? 

A. —Yes, the merchants find it a hardship. 

Q .—What are the chits you were speaking of? Are they auction ohils or 
prize chits? 

A .—Doth. 

Q .—What is the amount of the largest chit kruron to you? 

A. —Nearly Rs. f.OOO. 

Q.- -And the prize? 

A.—Tho totul amount may lx- Us. 12,000. 

(J .—How many suhscrilxws? 

A. —Nearly 200. 

<?.—What class of people join these chits? 

A.—All classes of people and people ot all communities. 

0.—Shop-keepers also? 

A. —Yes. 

q .—What about prize chits? What kind of prize chits have you got 
here P 

A. —That system of chits also we have. 

0.—Do you know of any i-ornipt practices prevailing in these cliitsP 
A. — 1 have no experience of them. 


(The witness then withdrew.) 
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M.R.Ry. M. C. MUTHUKUMARASWAMI PILLAI Avargal, 
Merohant and Commission Agent, Director, The Tinnevelly 
District Permanent Fond, Limited, Bn-President, Indian 
Chamber of Commerce, Limited, and Member, Tuticorin Port 
Trust. 

(Note. —The witness presented the lollonmg niemorandum of written 
evidence to the Committee.) 

1 ail) a merchant of thib locality and I continue my ancestral business 
for the past nine years. We have lieen merchants for a long time past. We 
have I>oth export and import business besides commission business. We 
have branches at Colombo and Tuticorin and deal in onions, oil-cakes, chil¬ 
lies, besides exporting into Colombo potatoes from Naples, Marseilles, Malta 
and Bangalore; chillies from Calcutta; coriander, sugar and other such 
commodities from various parts. We also deni in rice on a large scale. 

2. For our ahovesaid trade, wo have invested a capital of Rs. 75,000 in 
addition to a borrowed capital of about the same sum. From this it eannot 
be inferred that merchants here trade with sufficient capital or with a bor¬ 
rowed capital in decent proportions with their actual investments. There 
are plenty of merchants who trade with a capital, not worthy of being called 
so; and there are many more whose actual investments and borrowed capital 
stand in the ratio of 1 to 10. So, trade here to a large extent, is dependent 
on the money lent to them and on the hanking facilities afforded to them. 

3. Banking facilities to metchnnts. —True, this port is not in dearth of 
hankers, both joint-stock, foreign and indigenous. There are the hranches 
of the Imperial and National Banks in addition to the South India Bank 
and the Nadar Bank. There are numerous other indigenous banks who deal 
mostly in hundis. But it must he confessed that all these do not satisfy 
adequately the needs of the merchants for the following reasons: — 

A. Disabilities of the Imperial and other foreign joint-stock banks — 

(t) Merchants, especially ordinary merchants have no free and easy 
access to these hanks. The conditions imposed on them to raise a loan are 
not at all suitable to their peculiar needs. Further these people feel worried 
at even the many formalities. 

(ii) These banks generally pvefer joint signatures even to giving security 
by merchants; hut these merchants as a rule do not at all like the joint 
signature system; for it is very difficult tor u merchant to get the signa¬ 
ture of his co-merchant. Though in normal days, there may not be much 
difficulty yet in critical timeB they fail their obligees. 

(Hi) There is a dear preference to European merchants by these banks 
and even among Indian merchants, exporters to Europe arts favoured next. 
Inland traders, however rich and honest they may be, are looked upon with 
suspicion. The bank limits allowed to them are very low. Indian mer¬ 
chants feel this much and resent it also. 
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(if) The interest allowed hy these hanks to current deposits is very 
meagre and that is not conducive to have a mutual open current account. 
Indigenous bankers allow 9 to 12 per cent even on theso current deposits. 

(v) Lastly, these branches of the Imperial and other foreign banks are 
not able to understand the loeal needs. They rnnnot know well the stems 
of the different merchants and also the nature of the several trades. On 
the other hand, 

U. The disabilities of imliijeninis lumbers are : (/) Their scope is limited 
and they have not eapital enough to actively help big traders. 

(ii) Further their overvigilance to guard their interests prove a thorn 
in the sides of merchants. Even a slight rumour of loss is sufficient to dis¬ 
turb their mental equilibrium and they will insist upon immediate payment 
and thus precipitate matters to a crisis. Merchants failing thus is a com¬ 
mon feature. 

4. It is these particulars, among indigenous hankers, Nattukottni Chettis 
are preferred. Tndy are able. They do give targe sums and allow a large 
latitude and further their suspicions are not easily roused especially with 
regard to longstanding eustomers. It iR why merchants prefer them and 
do not grudge paying them even 15 and 1H per cent interest. 

5. In the light of the ahovementioned particulars, 1 submit the following 
suggestions: — 

(i) Creation ol more Indian joint-stock hanks with no branches or 
with only one or two branches in places where the trade of the locality is • 
intimately connected—say, n hank at Tutieorin with n branch at Colombo. 
Tliis must inevitably put a check upon the Imperial and other foreign 
exchange hanks opening new branches. 

(ii) Amendment of the Transfer of Property Act so as to include all com¬ 
mercial town like Tutieorin, for the purpose of creating equitable mortgages 
by deposit of title deeds alone. (The advantages of this are manifold. Even 
lands and buildings assume the position of movables and thus can easily 
lie pledged. This will even put a stop to the practice of investing large 
amounts in gold and silver hy merchants with a view that it will he of 
immense use in times of emergencies when it can be utilised to raise ready 
cash. Further, this to some extent increases the property income and thereby 
its valuation. For example, on iny buildings in Colomlio worth about a 
lakh of rupees, I am able to raise Rs. 75.000 hy equitably mortgaging them at 
(1 per cent interest and at times even less, which I can further utilise in 
money-lending at 12 per cent interest and thus earn an extra income, apart 
from the rent I get from them.') 

(Hi) Abolition of joint signatures and, if necessary, to introduce in its 
place the system of depositing other promissory notes executed in favour 
of these merchants as additional security. 

(in) The withdrawal of Government preference to the Imperial Bank. 
Government must lend its helping hand to Indian joint-stock companies 
rather than reserving its all, for its pet child, the Imperial Bank. 

O') Banks must ho persuaded to grant loans only on imported and ex¬ 
ported goods; otherwise, there is scope for enpitalless traders to speculate 
and thus spoil trade. 

6. Afirinilfure .—The fate of agriculturists is in the hands of money¬ 
lenders. Of late, their expenses have increased by many fokls while their 
incomes are static if not declining. Hence, some of them run into debts 
oven in meeting their household expenses while others are not able to save 
enough to make permanent improvements or to be of us© during failure of 
monsoon or oil marriage occasions. Here is a case, the actual facts of which 
will indicate clearly the woeful state of agriculturists. One of my debtors 
with wet lands comprising 100 acres and dry lands of the same extent besides 
other properties which yielded an annual income of about Rs. 2,000 a year, 
was not ulile to discharge n debt of Rs. 9.000 in 15 years. My debt itself 
has now swelled to Rs. 24,000, while the revenue payable comes to about 
Rs. 4,000. He was not able to keep the big tank that feeds these fields 
W6IJ, ror to make that improvement he has no money. The yield is decreasing, 
season after season, and it will not he a surprise if all these vast areas in 
their present conditions—nanjas white with salt, white salt pans green 
with grass—when sold will not fetch even half the debt amount, 
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7. In a country wliere over 75 per cent are agriculturists, it ib a tragedy 
that the Government is indifferent towards them. Recently, the co-operative 
movement has begun to allieviafe the sufferings of these unfortunates but 
there is a long way yet. To be effective, there must lie no village without 
a co-operative bank. I understand that is the aim of the Government also. 
But inien? is the question. Is it to be when there is ample surplus m the 
hands of the Government after satisfying its Imperialistic designs? The 
need is urgent and the Government of the country, if it cares for the welfare 
of its citiaene, must concentrate its immediate attention on this. 

8. Needless to say the non-officials also have a duty to perform in thus 
connection. They must co-operate with the Government to make co-operative 
movement a success. Chits, nidhis and permanent funds on modest lines 
must be started and encouraged on a wide scale. Here, in Tutieorin, we 
have the Tinnevellv District Permanent Fund. Limited, of which T am one 
of the directors. We give loans to members on pledge of jewels and also 
on mortgages at 9 per cent interest; and there are facilities for repaying 
the loan easily in a numlier of instalments. There arc also facilities for 
poor and middlemen to invest their savings on advantageous terms. 

9. Hand-spinning. —Cotton is grown abundantly here and naturally 
foreigners crowd here with their ginning factories and milk. Recently, 
the All-Indian Spinners’ Association under the able guidance of Mahatma 
Ghandi have begun their operations with Palameottah as their head office 
in the district. Production centres have been opened at Thisayanvilai, 
Thenthiruperi, Earl and other places, where hand-spinning is made the 
chief supplementary occupations to the agriculturists. Even in the first 
yeaT of their attempts, they have produced kliaddar cloth worth Rn. 30,000 
and in 1930 they hope to increase it at least to a lakh. Their experts, wlto 
recently toured in these parts, opined that there are ample opportunities 
for this cottage industry as the .supplementary occupation to the villagers 
and that the production can lie very easily increased to 10 lakhs before 1935. 

10. The Government completely ignores this very important and vital 
need, peculiarly suited to the genius and temperament of Indian villagers, 
perhaps due to the political colour which hand-spinning 1ms assumed. But, 
on that score, it cannot lie callous to the vital needs of the millions of agri- 
enlturists; and the co-operative department is liest fitted to advance this 
cottage industry. Co-operative societies like the one at Visianagram 
where spinners, weavers and purchasers ure members, must with advantage 
be started in all places where cotton is grown abundantly. 

11. If these are done, modern banking will be perfect. As it is, the essence 
of banking seems to be money-lending. True banking consists in linking to¬ 
gether production of wealth, saving of wealth and then money-lending. In 
a country where the average income per head is less than two annas, the 
majority is without food. So, ample avenues for production of wealth must 
be found. Then only can the question of saving arise. Co-operative socie¬ 
ties' encouragement of hand-spinning through them satisfy to a considerable 
extent all these, but these have to be enlarged on a wider scale before 
India can be called prosperous. 

Oral evidence. 

Mr. Thomas: You are a merchant and commission agent? 

A. —Yes. 

Q .—Is your business chiefly in Tutieorin? 

A.—In Tutieorin and Colombo. 

Q ,—Your principal office is in Tutieorin? 

3.—Yes. 

O.—And in Colombo you have only a branch? 

3.—Yes. 

Q .—And your business is chiefly importing and exporting between Tndia 
and Ceylon? 

A. —Yes. 

Q. —You state in your memorandum that people who are dealing with 
the Imperial Bank and the foreign exchange hanks here are under certain 
disabilities. You say that there is no free access to these banks. What 
do you mean by it? 

A .—Generally we are not able to approach the agents of the hanks and 
easily talk to them and make them believe our statements, 
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Q .—In it possible that bankers who are interested in extending their 
business will be discourteous to their clients? You are perhaps referring 
to the formalities involved in having dealings with those banksP 
A.—Yes. 


Q .—And the insistence on joint signatures P 

A.—Before an account i's opened they write to two or three merchants 
and get information about the person far whom they are going to open an 
account. 


Q .—Is it not because the bank does not know the true financial position 
of tee merchant P 

A.—Yes, they do not understand tho merchants properly. 

Q .—Nor have they in this country any ready means of assessing the 
financial position of the various businessmen P 
A.—Yes. 


Q .—You say that there is a clear preference shown to the European 
merchants P Ts it not rather due to the fact that their business is bettor 
known to the bank than the Indian merchants P 
A.—Yes, that may be the reason. 

Q .—Can yon suggest any means whoreby Indian merchants and business¬ 
men could get more and more into touch with joint-stock hanks P Is the 
sort of security offered by them sufficiently reliable? I suggest that it is 
chiefly because we are not handling proper trade bills in this country? 

A.—We are not able to do the business as European merchants do with 
regard to bills of lading and other exchange hills. 

Q .—Therefore vou want more facilities to create these documentsP 
A —Yes. 


The Chairman: What sort of facilities do you require? 

A.—We want more facilities to create bills of lading and such-like docu¬ 
ments. Even then if we give our bills of lading money is not advanced to 
11 s as it is done to European merchants. 

Q .—That is because you do not command the same credit? 

A.—Even to the extent of tiie credit we have, they do not do that busi¬ 
ness. Suppose 1 have a credit of Rs. 10,000 and I give them a bill of lading 
they do not advance money on that? 

Q.— Why* 

A.—Because they want joint signature. 

<?.—Why ? • 

A.—1 do not know the reason. 

Mr. Thomas: Joint signatures are wanted only for loans. When an 
advance is raised on a commercial bill which has at the back of it a genuine 
trade transaction, such ineohveniences do not ariseP 

A.—No. 

Q .—You have said in your memorandum that the indigenous bankers 
allow' 9 to 12 per cent interest even on current deposits. Whpre are such 
high rates of interest available P 

.1.—The local bankers here allow 9 per cent interest on current deposits; 
c.g., our vice-president here who gave evidence this morning allows us 9 per 
cent interest on current deposits and we give him 12 per cent interest on 
overdrafts. 


J .—What is the rate of interest at which such bankers lend out money? 
.—16 to lft per cent interest. They will be getting a margin of 3 to 
6 per cent. 


Q .—Do you think such banks are reliable and conducive to stable bank¬ 
ing development P 

A.—The banker does it in a businesslike way and I am satisfied that the 
bank is prosperous. 

Q -—You say that the Nattukottai Chettis though they charge a slightlv 
higher rate of interest allow a large latitude and further that their suspi¬ 
cions are not easily roused especially with regard to longstanding customers. 
In regard to that is it necessarily an advantage to the customer unless it also 
means no penalty interest or even compound interest P 

A.—The Nattukottai-Chettis are near us and they understand tee nature 
of our business well and on learning that our business is well conducted and 
is prospering they advance money to us easily and allow us a large margin. 

47 
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4 .— -la iii# cm* of porous whose business is sound there ere certainty 
Hwt mwuw of getting wcofiunedottonP 
A. —Yes, tat net to the extent they desire. 

Q .—In the case of those people whose business is not going on welt, la 
It an advantage to allow then a large latitude P 

A .—For each people it is not goad to allow a free latitude. 


4.—Do you think it will he to the interest of any banker to rain a one- 
tomer by calling for an immediate payment of all his overdrafts P You say 
even a slight rumour of loss will rouse suspicions in the banks and they will 
demand their money and thus precipitate a crisis. Tt is not to the interest 
of the banker to precipitate a crisis in that way, is itP 


i,—It is not to the interest of the banker to ruin his customer, but it 
is due to the interest he has for himself to realise at onoe the money which 
he has advanced. 

4.—You say the Government is indifferent to agriculture? Ts it a fair 
account of the Government's attitude towards agriculture? 


A. —Yes, the agriculturist has no facilities to get money easily and at low 
rates of interest. 


Q .—Is H not In their interest that co-operative societies have bgen orga¬ 
nised and lend mortgage banks being established? And what about takavi 
loans, and the many sided propaganda of the Agricultural department? 

A. —Yes, but not to the extent they desire. 


Q .—Do you not think that the statement you have made is too sweeping? 

A .—T agree that the establishment of land mortgage banks will be of 
use to the agriculturists but what I mean is that if such things arc done 
on a large scale then it wiH be of greater help. 

4-—Now whose fault is it that the co-operative movement is not grow¬ 
ing fast? Is It the fault of Government or of the people? If many co¬ 
operative societies are defunct, it is due to the peoples’ lock of interest, is 
it notP 

A.—'Thera is no legislation in India with regard to compulsory education 
and only the educated classes oan realise the value of cooperation. If there 
is compulsory primary education at leoBt in India and if all people are able 
to understand the benefits of the co-operative movement then it will be 
developed to a great extent. 

Q .—But Government is doing it? 

A. —Yes. Recently in Tuticorin and in Tinnevelly they opened some 
co-operative societies and also is Pudunagoram near Tuticorin and there 
the people have received large sums of money at low rates of interest and 
hove benefited to a great extent. 

O.—So, until now it was the fault of the local people P 

A.^-Not of the local people. 

4.—What then P The Co-operative Societies Act was passed sometimes in 
1904 and extended in 1912. What was in the way of the people utilicing 
thisP 

A.—The public were not aware of the existence of these for n long time. 

Q .—You mean that there was a lock of propaganda? 

A.—Yes. 

4-—But an extensive propaganda means extensive funds. That means 
heavy taxation. Would this country have borne such burdens, had Govern¬ 
ment took it upon itself to impose themP 

A.—StiH I say the fault is partly of the people, hut the Government also 
is to blame. 


4,—The point is. in most western countries. Government depended on 
private initiative for such developments, and in this country, Government 
bad to learn by bitter experience that private initiative is not effective. 

A.—Yes, 

Q .—In th» memorandum of the Tuticorin Chamber of Commerce, of which 
you were Chairman, it is Mid that the present depression in trade is due to 
the rise in the exchange ratio. Are yon quite sure of that? There is a 
world wide depression in trade to-day j would you impnte it all to the ex¬ 
change ratio? 

A .—Mostly, we can attribute it to that cause, due to the fact Ahat the 
ratio is 18 peace. 
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Q .—'The point is this, you have said that H was an artificial increase. 
But at tlio time it uas fixed at 1» imw, the actual exchange wae nearly 
the same. It was not artificially raised to suit a lower level established 
statutorily P 

A .—It may be so. 

Q .—Would you rathe) say that the excliango ratio has aggravated the 
present slump P 

A .—It is the chief cause of it. 

Q .—Very well, we will leave at that. You speak of a lack of co¬ 
ordination among the various credit agencies. What co-ordination do you 
ineanp Probably yon mean that the indigenous hankers have not been 
linked np with the larger money market P 

.1.—Yes. 

Q .—Yon state that large amounts oi gold and silver go to the melting 
I>ot and heavy storks of ready money are locked up without finding employ¬ 
ment. ff it is so v rt must really be the lack of mobilisation of our savings 
that m the cause of our lack of capital and the high rates of interest P 

A.—I think so. 


If .—What is the Chamber of Commerce doing in order to wean the coun¬ 
try from that bad habit P 

A .—We have not begun doing anything. 

Q .—Can you tell me how the cotton is marketed in the district through 
the various stages from the ryot to the commission agent and from the com¬ 
mission agent to the mills P 

. 1 .—The ryot gets hold of a broker who takes him to a commission firm 
and through that commission firm they approach a cotton merchant. This 
cotton merchant gives the cotton or sells it to the ginning factories and 
other foreign merchants who are here. 

Q .—Does the commission agent does advance money to the ryotsP 

A.—They do advance to the ryots. 

Q .—At what rates of interest? 

A.—They are advancing at 18 per cent interest and when the goods are 
sold they also receive a commission. The average commission is Bs. 2 or 
Rs. 2-8-0 for every 500 lb. 


Q .—What will be the price, then? 

A.—Rs.‘ 120 nearly. 

<?.—How is cotton marketed in TuticotinP Is it by auction as they do 
rubber in Ceylon P 

A. —No, it is not by auction. The merchant sells it to the foreign mer¬ 
chants here. The current price is quoted by the foreign merchants and 
according to that price the merchant books so many haws. 

f .—What foreign merchahtsP 

.—Those merchants who are exporting raw cotton to foreign countries. 

Q. —Do you think that marketing is now going on to the advantage ot 
the ryot or is there muoh loss resulting from the present system? 

A. —According to the present system there is much loss to the ryot. 

Q —Have you considered how best we could avoid that loss? 

A. —rf we can advance to the ryot sufficient money for cultivation ex¬ 
penses, then he need not go to the commission agents, but they ean come 
direct to the merchants to sell the produce. Then they will be "able to get 
a better price for the produce. 

The Chairman: How wit! they get a letter price if they take it direct 
to the merchants? 

A. —Now they are paying a commission of a per cant to the commission 
agent and that amount they can save. 

J .—So they will Ihs able to save 3 per cent. 

.—Yes. 



Mr. Thomas: Who will then give die advanceP The commission agents 
are now giving it, but if they are not there who wifi give? 

A.—The indigenous bankers can lend the money andtake as security the 
produce. 



<J.—Are you aware of co-operative societies being capable of doing 
that work? I mean co-operative sale societies f 

A.— They are doing it but only on a vei-y small scale. 

J .—Can you not extend their activities P 
.-By propaganda it oan be done, by educating the people os to its 
benefits ana Opening more societies in the interior parts. 

Q .—You speak of starting joint-stock banks; wli.v are not joint-stock 
banks of the right type arising? We have got indigenous bankers; why not 
they carabine and start big joint stock banks? 

4.—There is competition and they will not lie able to thrive well. If 
the Government will assist them as they do the Imperial Bank, then theue 
banks will thrive well. 

Q .—The Government places its cask balances with the Imperial Bank 
because it must have it at call or short notice. The indigenous bankers 
often carry on speculative transactions and some even lock up their money 
in land. How can the Government place their funds with such banks P 
A.— Yes. 

Mr. Oopala Me non: You say that the present financial facilities are 
meagre. What extra facilities do you want to encourage the trade of the 
country? What was your authority in saying that the present financial 
facilities are meagre? 

A .—I faaye stated that we are not able to get money easily from tho 
banks. 


Q .—But first of all 1 want to know tho present financial capacity of the 
district and what extra facilities you want. What are the chief articles 
which are exported and what ave the commodities that are produced in the 
country? 

A .—In this country we have got cotton and to Colombo wc export all tho 
curry stuff. 

0.—Which is the most important thing? 

A.—It is cotton only. 

0 .—Do you export rice!' 

A.—We do not. 

Q .—Any jaggery? 

A.—We do not. 


Q .—You have got palmyrah trees which yield jaggery, sugar and other 
produce. That is an important commodity here, is it not? 

A. —Yes, hut that is not exported to foreign ports. 

0 .—What is done with the jaggery here? 

A.—All these things are converted into sugar and other things and sent 
into the interior parte. 

0 .—Is not the Tinnevelly district a big rice yielding district? 

A.—Yes. 


Q .—Is all the rice produced here consumed in the district itself or is any 
portion exported to other places P 

A.—It is consumed here alone and we have even to import. 

Q .—You say that the chief article of export is cotton? 

A.—Yes. 


Q .—But there are three cotton mills. Have you got an extra quantity 
for export besides what is consumed by the cotton mills? 

A.—Yes. 


()■—I understand that one of the mills has got a very largo number of 
spindles. Is it truef 
A.—Yes. • 


—Oan you give the figures regarding their working? 
..—I cannot. 


Q .—You have invested u capital of Us. 75,000 and in addition to that 
you have also borrowed. At what per cent have you borrowed? 

A,—From 0 to 9 per cent, 

Mr. Thomas: Is it borrowed in India or in Ceylon? 

A ,—In India as well as in Ceylon. 



,1 tr. V. Sumeed Hu! tan Marini r: fn Ceylon do you l>orrow from the 
Nattukottai Chettis? 

A.—Not from the Nattukottai Chettis. We have got our properties 
there. 

Mr. Thomas: Would you rather borrow in Ceylon than in India? 

A. —I would like to borrow only in (IcyIon, on the equitable mortgage 
system. 

Mr. (Jopata Me non. : You say that the trade is dependent on the money 
lent to them and the banking facilities afforded to them. Do you mean the 
internal trade or the external tradeP 

A. —The internal trade. 

Q .—You say also that there is no dearth of bankers in this district? 

A .—I mean in this town, 

O .—What is the usual rate of interest charged by bunkers in the town? 

A.—The indigenous bankers charge 12 per cent. 

0.—Do the other banks charge lielow that? 

2.—Yes. 

Q .—Do you consider that IV per cent is a reasonable rate ol interest lor 
the reason that they are running u risk? 

.4.—Yes. It can lie said to be high only by a very little. 

y.—What I want to know is in spile of the fact thut there are a number 
of banks the rate of interest has not eoine down as a result of the eompetition 
between them? 

.4.—The Imperial Hank of course gives money to a selected few, namely 
the first class merchants of the town and they do not go to the indigenous 
hankers because they get their credit Irani the Imperial Bank at a very low 
rate of interest and ot course those who want money, the third class mer¬ 
chants como and pay high rates. The indigenous bankers and generally aU 
the banks have got demand been use the three or four classes of merchants or 
people borrow money according to their merits for lower or higher rates 
ot interest. 

Q.—You say the joint-stock hanks, and the linperlial Bank are not aiding 
the Indian trade to the extent it should. Is it not? 

A.—Yes. 

Q .—The financing of external trade depends to a very large extent on 
the local knowledge that they possess? 

A.—Yes. 

Q .—The indigenous bankers do possess that knowledge and they go into 
the interior? 

A.—Yes. 


G .—Is it not the duty of,the indigenous bankers when they get sufficient 
funds to finance the internal trade and in turn to ask for help from the 
oilier bigger banks? 

A.—Yes, they are doing that. 

0 .—Why do you then say that the Imperial Bunk and the joint-stock 
banks are not rendering sufficient help to tho small traders? 

A.—The indigenous bankers have not got sufficient help but they get 
their credit from the Imperial Bank and from other banks to a very limited 
extent. 


Q .—At the same time you say that there is plenty of money invested in 
jewellery. Why not you divert the money whioh they are investing in 
jewellery into banks and thus command your capital in order to help the 
banking facilities in the country? 

A.—-Those who understand, the banking facilities are turning their silver 
and gold into liquid money and are depositing it in the banks. But the 
people who are not ablo to approach these banks when they want readily 
to raise money are able to do by means of pledging the jewels. 

Q.—Do you admit that in the interior it is far better that the financing 
is done by small bankers like the South. Indian Bank here who have got a 
better knowledge of the locality and who might bo able to make sufficient 
profit on the capital invested than asking a branch of the Imperial Bank 
or a joint-stock bank to be started there? Which do you think is better, 
the small indigenous bank or the branch of the Imperial Bank or a branch 
of the joint-stock bank? 

A.— Local banks would be better> 
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G—Do you think that it would l>e more difficult for a branch of the 
Imperial Baulk or the joint-stock bank to attract sufficient capital to warrant 
their goag and starting a branch in the interior. 

4.—It will be really very difficult. 

Q ,—Str yon admit that it is better that we develop small banks of our own 
for the purpose of increasing the facilities for internal trade? 

A.—Yes. 


—Yon say that in regArd to the joint-stock banks and the Imperial 
people get worried at the formalities that they have to undergo. 
What are the formalities that the imperial Bank and the other joint-stock 
banks require the customer to go through other than an ordinary bank 
which requires some formalities to be observed before it gives money? 

A .—They want double signatures. Again in cheques and all other things 
they do not allow a man to sign in the vernacular. Before signing he must 
go to the bank agent in person and must sign every cheque if ho wants. 
Again before o]>ening Accounts they will enquire so many people and they 
will got the information from the cashier and if the man who wants the 
money does not get the favour.of the cashier he is not allowed the credit 
by the bank. There are also other things which stand in the way of the 
illiterate man from approaching the indigenous bankers. 


Q ,—Do you think that a man who cannot read and write can open an 
account in a bank like the Imperial Bank or the National Bank? 

A .—There are so many merchants who are doing a large business without 
being able to put their signatures in English. 


X .—In what wav do yon want to minimise these formalities? 
.— f . 


the mere] 


■By potting in the bank local persons who are well acquainted with 
rchairts. 



A. —Yes. 


'.—Certainly any enquiries that a banker makes is strictly confidential? 
:.—Yes, but they do not take care to do all those things. 


The Chairman: But your complaint was that they take the trouble to 
enquire? 

.4.—They do not make any confidential enquiries in regard to the smaller 
merchants. It is _ only with regard to the first-class merchants that tlio.v 
make any enquiries. 

Mr. Gopala Menon: Can yon quote an instance of a small banker who on 

g oing to the Imperial Bank to open banking account was refused aceommo- 
ation? 

A .—There are a number of small merchants who had been refused accom¬ 
modation. 

The Chairman : Is it because they are unstable? 

A.—No. 

Mr. Gopala Menon: Probably the enquiries made by them might not 
have been favourable to the smeM traders you have now in view? All that I 
cam spy that every banker is expected to make enquiries of a customer and 
after being satisfied that he can be a fit constituent to entertain relationship 
with him. Do you not think so? 

A.—Yes. 

The Chuinuatt : You are suggesting that the imperial Bank is refusing 
to do business? 

A.-—I do net say that. On tlm ether hand they want to do business on 
a very Targe seal*. 

Q .—Yew soy that they do not socept the clients? 

A.—They wan* only the first-class merchants and they do not encourage 

the small merchants. 


S i —You say that the merchants are constantly failing? 

—In that connection I had another idea. The local indigenous b anker s 
who advance money to the small merchants would have converted their 
liquid money into stocks suppose. Then suddenly os these bankers come and 
press the merchants to pay the small merchants are in need of money to 



876 


pay off their money at once and finding they are unable to do so at such a 
short notice fail in their business. 

Mr. Goimla iff non : You say that in the opinion of the bank that it 
a certain person has borrowed to tiie hilt from the indigenous bank, he is 
not entitled to have business transactions with them. Is it not soP 

A.—No, No. Tt is only after ascertaining that these banks do not afford 
him facilities that he is forced to go to the indigenous bankers. 

Q. —Can you quote any instance where a man who had sufficient security 
was refused accommodation P The banker's business is to find out whether 
the dealings with a constituent would be safe and it is only when he is satis¬ 
fied in regard to that that lie will open business transactions with him. 
That anybody will do. is that not soP 

A.—Generally the people feel afraid of the formalities because they are 
not able to understand and so they do not go to the hank saying 1 why should 
we bother ourselves with such things P’ 

O .—Then it is' not the bank's fault P 
A. —No, it is not to that extent. 

Q. —It is said that the Imperial Bank is showing a preference to European 
merchants and also to the Indian merchants who are exporters to Europe. 
What is the special preference you refer top 
A. —It Is only in regard to lending money. 

0 .—On wliatP 

A.—On goods. Here generally the banks grant open loans to European 
merchants and the people who me dealing in foreign export trade. 

0 .—Even to Hie Indians P 
A. —To some Indian merchants. 

Q. —They do not make any distinction to that extent between the Euro¬ 
pean merchant and the Indian merchant P 

A. —They give to all European merchants hut only to a few Indians and 
that too not to the same extent. 


Q .—Do you know that in the case of these Europeans the credit starts 
from the head office of the firm from which these bankers receive directions. 
That is mostly done in the case of export businessP 

A. —It is onlu done in the case of export business. 

Q .—In the case of export business ore you not aware that the importing 
(inn in a foreign country creates nil export credit on the other sideP 

A. —For open loan also. 

<j/.—Do yon know how this export business is done generally P Even 
Indian export merchants have got credit created through the exchange banks 
and it is against that credit that they ship the goods. Is that not soP 

A. —They get their credit^ in that way. For example in iny case, I ex¬ 
port senna leaves to America and Sweden. I am able to store the leave* in 
my godown and get the credit on the strength of that. But the ordinary 
merchants do not get that facility. 

V- —»ls it not probably Ik* due to the fact that in the opinion of tin* 
hanker you are a better customer than the smaller merchants? 

A.—But there ate better people than myself who are not able to get 
money from the bank. • 

0.—Why? 

A.—Because these bankers think that they are not able to do their busi¬ 
ness in safe way. 

<?.—Hava you got an export credit from the firm to whom yon arc export¬ 
ing and is that not intimated to the hanker here? 

A.—T do not have the credit formally. T ship the goods first and then 
T get a letter of eredit. 

0. —Is that raised hy the foreign firm? 

A.—Yes. 

Q •—That means that the hanker who advances is guaranteed by that 
letter of oreditP 

A.—Even before that, I purchase the goods and stock them. As soon as 
■ do that f am ahle to get B«, fi.000 from the National Bank. It is only 
after that that the letter of eredit comes. 

Q- h not your letter of credit granted by the foreign firm a running one* 

4 — No. At tunfs I send 100 bales or 2*00. 
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Q. —Along with their letter of credit do they not say that they have 
raised credit for yon in the National Bank or any other bank? 

A .—Yes. 

t Q .—So your bank knows the credit that haB been raised on your behalf P 

A. — It 18 only after I get the credit and I have sent the goods that I get 
the letter of credit and the bank gets the intimation. 

Q, —1 want to know whether any exporter bos approached Iho bank with 
the letter of credit and has been refused credit P 

A.—T cannot give you specific instances. 

Q .—In your opinion it is only those people who wanted to ship on their 
own account to a foreign firm that has been declined accommodation be¬ 
cause no intimation hnR been received by the hank from the foreign ware¬ 
houses P 

A.—They do not send it on consignment business. 

Q ,—I do not see any reason why they should refuse accommodation to the 
other merchants if they follow yotir methods. 

A.—I do not know.' 

Q. —You say that there is a preference shown to European merchants. 
Do you know that a hanker will always insist on some sort of security for 
the money he advances either here or on the other side and that the banker’s 
rules are very strict P 

A.—Yes. 

Q. —So, if anybody had failed to receive accommodation do yon not think 
that it is because he has not been able to comply with the tei-ms of the 
hankerP 

A.—Yes. 

Q .—But instead of a small merchant going to a big exporter, why not 
they go to the small bankers here and raise credit there? 

A.—That is what they are doing. 

Q .—For a small merchant do you not think that it will I>e far better that 
the money is raised through a noirII banker whose financial facilities are 
(tetter known to himP 

A.—Yes. 

Q .—Do you not think that it would be better that business is developed 
on those lines? 

A.—Yes. 

Mr. Thomax: Will the terms of the °mnl! hanker he so favourable as those 
of the big banker? 

A.—It will be 2 or 3 per cent higher than the rate charged hv the Imperial 
Bank, 

Mr. Gojnla Mtnon : Do you no think that when a man’s capital is a small 
he will generally have to pay ft higher rate of interest? 

A.—Yes. 

9-—You agree with the view that it is necessary for a small man to pay 
a higher rate of interest than a big man. Are you quite convinced tnat 
these people wire not getting facilities now because they are not getting a 
letter of credit? 

A.—Yes. 

Q .—Then what is the point that you are urging in your memorandum? 

A.—If you encourage our local indigenous bankers, these people will he 
able to get more money at a very low rate of interest. 

9-—What I want to find out is whether the Indian merchants have been 
denied the facilities that the European merchants arc getting. Can you 
give us a concrete instance for making the statement? 

A.—I cannot give you a concrete instance. 

9-—If that is so, the view that the merchants of the same standing are 
treated differently cannot hold good? 

A.—T quite understand that this may lie due more to the nature of the 
business and probably that is tho reason why I am not refused accommodation 
'whereas the others have been. 
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Q .—Are there businessmen like you who were not able to got advances 
from the Imperial Bank? 

A .—I had my own confidential things in such matters and I cannot divulge 
them to yon. 

Q .—We do not want to know any names, hut were those merchants whg 
were denied accommodation by the hank in possession of letters of credit 
like the ones you had? 

A .—There are such instances. 

Q .—We want a proof of that. It cannot so easily he accepted without 
a proofP 

A .—I cannot give you any noiv. 

The Chairman : How many European firms arc there in TuticorinP 

A.—Five or six. 


Q .—Are they all big firms? 

A.—They are fill very big firms doing business all over the continent and 
the other parts of the world too. The whole thing is this that the Imperial 
Bank and the other hanks get suspicion over the Indian merchants and they 
oblige only some people. They are not in a position to get sufficient infor¬ 
mation about their credit. 

Mr. Thomas-. Are there any other causes why such thingB happen? 

A.—Generally the agents of the branches of the Imperial Bank act on the 
opinion of the cashier or other person and they do all sorts of things. 

Q.—But are the cashiers having such latitude now? 

A. —Yes, because the agent does not even know n single man. 

The Chairman : Can von substantiate that statement? 

A.—Yes. 


Q .—How long is it sinre the present agent has boon hero? 
A.—He has been here for the past six months. 

Q .—You said that he does not know even a single man? 

A.—It is not exactly that. 


O .—That is what you said. Did you not? 

A.—It is a fact that he does not know most of the customers of tho 
Imperial Bank. 

0 .—You are making a serious allegation against an officer. Are you notP 
A.—There arc so many local merchants here who .say they ilo not at all 
know the agent of the Imperial Bank. 


Q .—Have they been to see him? 

A.—No. 

Q .—You can hardly expect him go round and see you? 

A.—He need not go round and sec ns. But he can see us in the course 
of the transactions or at least know us. 


Q .—You cannot expect him to leave his business and visit other firms P 

A.—But then he loses tho chance of making their acquaintance and getting 
to know their position and he will not be able to get the information about 
them. 

Q .—Does he not get such information? 

A.—He may got his information .only through his subordinate officers. 

Q .—Are there cases of the merchants having gone to see him and being 
refused ? 

A.—Some merchants of course go and see him and talk to him. But it i» 
only men who are well-versed and who can talk English freely that go to 
him and talk with him but not all the merchants. 

Q .—Cannot the other merchants go to him with an interpreter? 

A.—It is not usual to do so. 


Q .—It is quite common for the merchants to go and discuss matters with 
the agent of the bank? 

A.—Yes. 


Q .—In that case what do they do? 

• x wh , en there is any necessity tho Indian merchants take m 

interpreter, go to the agent and discuss matters with him. 
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0 ,—Is there any difficulty about that being done hereP 
I.—We cannot see the agent freely. 

Q.—Wha* is the difficulty about the Indian merchants getting to know 
the agent? 

A.—Generally the Indian merchants do not go there. 


J .—Why P 

.—They do not want to deal with the Imperial Bank because they are 
not able to cope with the formalities which the Imperial Bank wants to ob¬ 
serve. 

Q .—You were explaining to Mr. Gopaln Menon that there were no nn- 
nsual formalities at all. Was that not so? 

A .—But there arc the usual formalities and generally even the slightest 
formalities are viewed to be troublesome by the Indian merchants. 

Q .—But can von get credit of that sort without any formalities? 

A.— No. 

Mr. Gojxtla Mcnoit: You suggest that the remedy for all these things 
is the creation of more Indian joint-stock hanks. What is the impediment 
now for starting these joint-stock banks managed by Indians themselves? 
Is there any intrinsic difficulty on the part of the people or do they not be¬ 
lieve each other or have they not got the habit of investing money in banksP 
A .—They have not acquired the habit of investing money in banks. 

Q .—Is it due to the misconduct in the past on the part of the people who 
have been running some hanks? 

A .—It is really that. 

Q .—Therefore is it duo to shyness of the capital to flow into these banks? 
How are we to got over this difficulty and start more joint-stoek banks? 

A .—-We must introduce more joint-stock banks and see that the people 
get the confidence that they will he run on sound and efficient lines. 


Q .—Could it not lie done by the people themselves in the locality? 

A. —Yes, it can lie done by the people in the locality. 

Q .—You replied a little while ago that investing money in jewellery makes 
the economic resources of the country unavailable for productive purposes. 
Why not people then invest any surplus money they have in the co-operntive 
movement and institutions like that and strengthen the movement? 

A .—Yes, they can do so. 

Q .—Why have they not done hitherto? 

A.—Because the movement is only of recent growth. 

Q .—Tt has been in existence for the past 25 years nnd T do not see any 
reason why people have not come forward to further strengthen the move¬ 
ment P 

A. —The Government have not made any wide publicity of its existence. 

Q .—But there are many co-operative officers who arc going round to edu¬ 
cate the masses about the various advantages of co-operation. It is the duty 
of the people to make the best use of them? 

A. —The local ryots are not able to understand what they say. First of 
all Government must do propoganda work. 

Q .—Is it not your opinion that the co-operative movement should be 
strengthened and expanded in order to solve this problem of rural indebtedness 
and relieve the ryots of their debt? 

A. —Certainly, to a great extent. 

Q .—Do you not think that it is due to the fault of people who have not 
taken to the movement wholeheartedly? 

A.—Yes, I agree to some extent. 

Q .—Do you agree that if the movement is strengthened, there would be 
every possibility of the agriculturists being helped to a great extent? 

A,—Yes. 


Q -—You say that people invest large amount of money in gold and silver 
can you tell me what it is due to? ’ 

A.—The primary reason is that they can easily convert it into money. 
They can easily raise a loan on it and satisfy their urgent demands. 

9 —Do you not think that they have no secure place for investing thei r 
money ? 

A.—Yes. 
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Q ,—Is it not yout opinion thnt this habit of investing money in public 
financial institution must 1)6 encouraged among the people and that the 
want of more financial institutions in the real cause for the absence of invest¬ 
ing habit among the people? 

A.—Yea. 

Q. —Can you tell me by wliat means other than by the expansion of co¬ 
operative movement, can the investing habit of the ryots lie developed? 

A .—By opening moro joint-stock banks and individual banks, by educating 
the people in the use ot such banks and also by explaining to them the unpro¬ 
ductiveness of investing money in jewellery, the investing liabit of tlie ryots 
can be developed. 

The Chairman-. You spoke of the credit on the part ol the borrower. You 
said that the credit ol the borrower is not strong enough to allow him a 
lower rate, is it not so? 

A. —Yes. 

Q .—Is it not'a tact that indigenous banks have not as much capital and 
as much business as foreign exchange banks? 

A.— Yes. 

Q. —You suggest tho creation of moro Indian joint-stock banks with no 
branches or with only one or two branches in pi aces where the trade of the 
locality is intimately connected and this you suggest, must put a check upon 
the Imperial and other ioreign exchange bunks opening new branches. Is 
the Imperial Bank doing any exchange business? 

A. —No. 

Q. —Do you suggest that the Indian joint-stock banks with its branches 
should put a check on the foreign exchange banks? How is that possibleP 

A .—When this system comes into existence, tho people will naturally go 
to those banks. 

Q. —Are they not bound to go to the exchange banks if they want to do 
business with Ioreign countries? Would you not even then require the 
foreign exchange banks? 

A. —1 do not say that foreign exchange hanks should not exist at all. But 
I simply said that they should do only foreign exchange business. They 
are now also doing banking business, they take deposits in India and in fact 
do all the business that any other joint-stock bank does in India. For that 
purpose only I want that separate Indian joint-stock banks to be created, 
to put a stop to the growing tendency at least in places where new branches 
are to be opened. Moreover, these exchange banks seek to displace all the 
indigenous banks. During the last two or three years, the exchange banks 
have attracted all deposits so much so, that the indigenous bankers had to 
close their business. 

Mr. Thomas: You told us that the interest on deposits given by indige¬ 
nous banks and joint-stock banks is very much higher than the rates given 
by the exchange banks. In spito ol their low rates, people deposit large 
amounts with them. How do you account for it? 

A. —Generally people think that exchange hanks are more stable than the 
other banks. 

Q. —We must therefore make our banks more stable and carry on business 
in a more businesslike manner? 

A.—Yes, especially by the Government lending its support. 

The Chairman : You say in your written memorandum that the Govern¬ 
ment are completely ignoring the need for hand-spinning? Have they not 
given facilities to people to organise co-operative societies for spinning nwd 
weaving? What do you suggest they should do? 

A.—1 say that they have not yet started anything like industrial concerns. 

-Q. —Is it for the Government to start industrial societies? They can aid 
them, but not start them? 

A.—As they are helping industrial concerns, thev may also help the 
charka movement and lend a helping hand to the millions of starving spin¬ 
ners and weavers. 

Q .—How P 

A.—They can start some big khuddur weaving and spinning centres in 
places where there are facilities for this form of industry and put up a big 
office and employ a number of men who oould weave and spin as they do in 
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very many other industries in the Industries Department. There are a 
number of weavers in these districts who have not got sufficient capital. 
If Government can start big industrial concerns (not lactones but concerns 
like the present A.l.S.A. of Gandhi), they can not only find employment 
for these people, but at the same timo can help to foster the growth of the 
spinning and weaving industry. They may also finance those institutions, 
already started by private people. 

Q .—What can they earn by spinning? 

A.—1 think they are earning 2 to 3 annas per head every day. 

Q. —Is that n living wage? Jt is always recognized that the khaddur 
movement is only a subsidiary occupation to the agriculturists. _ The agri¬ 
culturists can spare time for spinning only for a certain period in the year 
when the crops have been harvested, but even during tho off-season they 
have got various more important work to do. How can then the khaddar 
movement be organized in a factory system P 

A. —T.hero are many people now who have taken this us a life profession. 
There are also various private concerns now started by certain organizations 
where the khaddar industry is being fostered and it certainly shows good 
progress. If Government is to start institutions like that, I think the move¬ 
ment will gain more strength, through their finunciul assistance and organi¬ 
sation. 

Q .—Where is the factory to come? What is tho necessity for it? Can¬ 
not the people spin without a man standing over them? What is it that 
Government should do? 

A .—I say that Government should come to encourage the industry either 
by their finance or organization by stocking cotton and by providing certain 
amounts to meet loss in the earlier stages and by aiding the sale of finished 
products. If they have a mind to encourage this movement, 1 think it is 
bound to be a success. 


Q .—What kind of financial help do you want the Government to render? 
What is the co-operative, society m Vizianagram you speak about? 

A .—In Vizianagram there is co-operative society. There a number 
of spinners and weavers come und work. The Government help the society 
by advancing money for purchasing cotton, etc., and carry on its work. The 
society is an excellent success and i am sure any such society started and 
helped by Government will also be a success. 

Q. —What is the object of the society? 

A.—That is a co-operative society and the profits go to the people. 

Q .—What is the object of this particular society? 

A.—To improve khaddar and popularize the khaddar movement, 

Q.—What is the object of improving khaddar? 

A.—To make India produce her own cloth. 

0.—What is tho object of that? 

A.—In order to see that the wealth of India do not leave India. 

Q .—If you apply that principle to India, suppose England and all tho 
foreign countries to-day withdraw all their capital from India, do yon think 
it is possible for India to get the help from foreign countries as they now do? 
A vast amount of foreign capital is invested in India and if it is withdrawn, 
would not you think that it will be great disadvantage to India P 

A.—The foreigners invest their capital in India only for their own busi¬ 
ness and for their own benefit. India will not lose much by their withdrawal. 

Q. —Do you suggest that the object of the society in Vijiamangalam is to 
enable the spinners to spin and make more money? 

A.—Yes. 


Q .—That is to say they should sell the produce at a higher price, is that 
not so? 

A.—Yes. 

Q .—But the co-operative societies are consuming societies. Their object 
is to obtain the goods as cheaply as possible? 

O .—Where does the profit of the society ^o? 

A,—Equally to every body concerned in the society. 



Q .—You say that the Government is indifferent towards the agricultu¬ 
rists. Do you think that the Agriculture Department does not do anything 
at all towards agriculture? 

A.—Yes, the care they take towards the improvement of the agricultu¬ 
rists is not sufficient. 

Q ,—But you say that the Government is indifferent. Do not you think 
that a very large amount is being spent on agriculture? 

A. —T huve not taken into consideration tho amount of their spending 
in the Agricultural Department. 1 have judged everything by tlioir results 
and my complaint in this respect is more on the Department of Industries, 
with particular reference to their inaction town ids weaving industry tuid 
spinning as supplementary to the poor agriculturists. 

Q. —If you take tlio boring and pumping industry u good deal of sum 
is being spent on that. They directly go to improve the facilities to the 
agriculture classes'-and everything that the industries department does is 
towards improvement of agriculture. Then how can you say that the in¬ 
dustries department is not rendering any help to the agriculturists? 

A. —What I meant is that they are not taking proper care about agricul¬ 
tural industries and that Government is not spending more money on that 
us they ought to. 

Q. —Do you know how much Government is spending in the departments 
of agriculture, co-operation and industries? 

A. —I do not know the exact amount. 

Q .—Will it surprise you to know that the expenditure oil agriculture 
and co-operation have been very vastly increased during the last few years? 

A .—That may bo, but 1 inn not aware of these figures being in anyway 
substantial. 

Q. —You refer in jour memorandum that you lont Rs. 9,000 to one with 
100 acres of wet land, 10 acres of dry land not able to repay the amount ul 
Rs. 20,000. Can j-ou tell me at what rate of interest you lent? 

A. —9 per cent. The annual income from the land is worked up only to 3 
per cent interest. Ju lo years the principal has swelled to Rs. 24,000. 

Q .—How will Rs. 9,000 swell to Rs. 24,000 in 15 years? 

A .—It was lent on compound interest, 

? .—How much did you incur by way of litigation? 

.—About Rs. 2,000. Now 1 have obtained a decree for Rs. 24,000 and 
my debtor could not pay the amount to mo and so the lands have come to 
my possession. I find that the income out of the Jand does not even come 
to 3 per cent of my capital and if I am to sell that land, it will not fetch 
even naif my amount. 

3.—You said that he has not been able to repay anything? 

1.—He has not paid actually. 

Q. —Why? He could have paid it if lie had managed it in a proper way. 
In ono year lie could have paid the whole amount of Rs. 9,000. Could he 
not? 

A. —Yes, if he had taken proper care lie might have paid. 

Mr. Thomas: For what purpose was the loan taken? 

A.—For having incurred a loss in trade. He did not prosper in his 
agriculture. 

Q. —If he had made more efforts in the land, it would have yielded him 
moreP 
A. —Yes. 

Q .—He neglected his agriculture? Is that not right? 

A.—He was making his fortune hy trade since he had no other faci¬ 
lities. 

3.—Nobody would lend him money ? 

i.—As he has already mortgaged his land nobody would give him money. 
There is also another difficulty. It being a zamindari land nobody would 
lend him money on a very easy basis. 

—In whose name does the land stand nowP 
-It stands in somebody’s name. No owner at present for the lost three 
decades. 
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C .—You are the owner? 

A.—Not now; it has not been taken in Court sale. I am the receiver of 
the property appointed by the Court. 

Mr. Qopala Menon: Any security givenP 

A.—Yes. 

Mr. Thomas : You think that it is a case in which tho land mortgage 
bank could help at all? 

A. —Yes. 

0.—What is the price of tho plot? 

A .—From fifteen to twenty thousand rupees. 

Q .—But he owes you a large suin of money? 

A.—There are also some other properties. Ho lius also some 200 6alt-pans 
which he has mortgaged. 

0 .—You are working now as receiver. After taking your amount do you 
think you could return to him at least part of his property and put him on 
his feet again? 

A .—One thing we can do. Suppose some more money say ten to fifteen 
thousand rupees are invested and if water is diverted from the tank, the pro¬ 
perty will fetoli a price of fifty to sixty thousand rupees. 

0.—Do you proposo to do that? 

A.—Yes. 


The Chairman : You referred to the difficulties in the development of 
joint-stock banks locally. Why not start some more banks if possible? 

A.—They can be started. 

Q .—Why is it not done? 

A.—Here are three banks. A.R.A.S. Bank, the South Indian Bank 
,and the Nadar Bank which lias got a capital of about three to four lakhs. 
They have got deposits for about fifteen lakhs. 

Q .—Paid up amount? 

A.—All paid up. 

0.—It is a pretty small bank. Why do they not put in more capital? 

A.—They are able to invest only so much. 

Mr. Gajxila Mcnnn : They aro not able to attract more deposits? 

A.—Generally the Imperial Bank helps those who are lending money such 
as Nattukottai Chefctis and people who are doing business. They treat them 
liberally. 

Mr. Thomas: Are you spoakiug of the bigger traders? 

A.—Yes; not of the shop-keepers. 

The Chairman: Who runs all these small banks; merchants themselves 

A.—Yes. 


Q .—Do the managers quarrel? 

A.—Not often; only at times they may quarrel. 

0.—That is a serious hindrance to the business? 

A.—One of them is enough to create difficulties. There must be co¬ 
operation and fortunately there is co-operation here. 

Q .—The trouble that you are describing are very rare. Do you want the 
Government help ? 

A.—Yes, but you cannot do a great deal. For example, you caunot stop 
people from quarrelling. The Government is only for the benefit of the 
people and they must be helped in all sorts of ways. The general complaint 
is that the taxes are very high while people are poor and their income is 
meagre. 


(The witness then withdrew.) 
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Monday, 3rd February 1930. 
TTJTICOBIN. 


Present: 

Mr. H. M. Hoop, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.utt., ph.d. 

Mr. C. Gopai.a Menon, m.I/.c. • 

Khan Bahadur V. Hamef.d St’LTAn Mabioajb Sahib Bahadur. 

MB.Ry. ISAAC NADAR Avargal, Agent, Ifadar Bank, Tutloorin 


Oral evidence. 


The Chairman You arc the agent, Nadar BnnkP 
A.— Yes. 

? .—How many branches has the Nadar Bank gotP 
.—None. - 

Q .—Can you give us an account of the history of the Nadar Bank? 

A .—It was started in 1921. The shareholders can only he Nadars but 
share warrants are issuod to non-Nadars also. 

Q .—Can you give us any account of its history? 

A .—Nadar Conference were being held every year and the resolution was 
being passed every time that a hank Rhould be opened for the community. 
Q.—Why? 

A .—It was to help the merchants of their own community first. 

Q .—What was the necessity to help the merchants of vour own community? 
A .—It was because everybody was not able to get credit in any and every 
hank and especially in the Imperial Bank it is not easy for the Nadars or 
any other small merchants to get credit. They have to go through various 
channels and that takes time and all that. Therefore they wanted to have 
a hank of their own. That was the primary object. Then there was a con¬ 
ference held in 1920 and then 'it was finally settled to open a hank in 1921. 
As a result of it the Nadar Bank was registered in May 1921 and the busi¬ 
ness was started in November 1921. 


0 .—rs that the full history of the Nadar Bank? 

A.—No. That is only the beginning. 

J .—How wore the funds raised in the first place? 

.—By means of shares and the valuo of a snare is Rs. 10 and Rs, 2-8-0 
has to he sent along with the application. 

Q .—When it was first started what was your capital? 

A.—About Rs. 70,000. At the conference of 1920 a list was sent round 
and some of the members present subscribed their shares. 

Q.—1 do not understand how the necessity for this bank arose? 

A. —As I said before the conference thought that the members of their 
own community cannot get credit in all the places although they mnv be 
rich. 


O .—What do you want credit for? 

A.—Most of them are traders and they thought that their trade could 
1 m expanded and after the bank was started it has actually improved the 
trade of these people. Most of the leading merchants of Tuticprin are Nadars 
now while there were only a few before the bank was started. 

Q ■—It is only open to the Nadars? 

A-—The membership is open only to the Nadars while the business is 
open to all. The shareholders can only be Nadars but for non-Nadars share 

* For written evidence, vide page 360, volume II. 
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warrants arc issued to the same value of Rs. 10 but they have no voice over 
tiie manageme nt of the bank. So we have set apart a lakh of rupees for issu¬ 
ing share warrants. We have not been approaching the people for this pur- 
paee because we are waiting to declare a good dividend. 

0 .—What is your present capital P 

A.—The paid-up capital is about Rs. 2,54.000; subscribed capital is Rs. 5 
lakhs. 

Q .—Why is the paid-up capital half of the subscribed capital P 

A.—We collected only half the amount and have left the remaining to be 
treated as reserve and the members are ready to pay the other half at any 
time. 

J .—How much has been called up? 

.—Only Rs. 24 lakhs. 

Q .—What dividend liave you paid? 

A.—The highest rate paid so far has boon 81 per cent and the lowest was 
6 per cent. Last year wo paid 74 per cent and this year we hope to pay 
74 per cent. 

Q .—How much do you borrow? 

A.—So far we have not borrowed. 


Q .—Are there no deposits in your bankP 

A.—There are five lakhs of rupees in deposits with us. 

Q .—What sorts of deposits do you take generally? 

A.—Fixed deposits, savings bank deposits and current deposits. Most 
of the deposits are fixed deposits. 

Q .—How much have you to pay to get them? 

A.—6 per cent on deposits for three years and 5} per cent oh deposits for 
one or two years. 

Q .—And on current accounts? 

A. —We have got about Rs. 50.000 in current deposits and the amount 
is always fluctuating. We pay 44 per cent during the busy season from 
March to September and 2 per cent during the slack season in the other 
months. On savings bank deposits we pay 44 per cent. 

Q. —What is the class of business that you do? 

A. —Money-lending, cashing cheques and issuing drafts. 

Q .—On which place do you issue drafts? 

A.—On Madras. 


Q .—How do you keep yourself in funds in Madras? 

A.—For collections we send to tho Indian Bank and we draw on them. 

Q .—Are they your own hundis? 

A.—No. We discount the hundis that conic to us. 

Q .—You do only discount business? 

A.—Not so. 

Q .—What is the object of this financing that you are doing? You say 
that you issue drafts on Madras. What is that for? 

A .—Tf anybody has to pay in Madras ho comes to us. 

Q .—Is there much payment in drafts here? 

A.—Yes. They get. shipments from different places. Lately it has not 
been much but two or three years ago foreign goods were coming to Madras 
and not to Tuticorin. 


O.—Do you finance the traders? 

A.—Yes. 

Q .—On what term do you give them money? 

A.—As soon as the advice from the hank comes of any shipment 
we pay 75 per cent of the value and take the documents. That has to be 
repaid within 15 days. 

Q .—What is your security? 

A. —Only the goods. First we get the bill of lading and then it is handed 
over to the agents and we keep the goods with us. it is a sort of business 
where wo help our own people. We know' them much better than any other 
and we know their financial position also. 

Q .—Do yon get any assistance from any of other banks P 
• A. —So far we have got no assistance at all. 
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. Q.—Do you require it? 

A.—We were asking the Imperial Bank to open an account in our name. 
They wanted all the directors to sign. They did not want to do that. Most 
of the share-holders themselves have dealings with the Imperial Bank. Only 
last week we have derided to purchase Government securities and pledge 
them, if necessary, with the Imperial Bank and open an account. 

Q .—What forced you to come to this decision? 

A.—Sometimes the demand is more than we can supply and sometimes 
we have surplus money left with us. So, if we open an overdraft account, 
when we do not require money we can pay it hack and we will not lose any 
interest. 


Q .—You speak of your community men being traders. What is the prin¬ 
cipal business in which they are engaged? 

A.—They are mostly grain merchants and some of them are engaged in 
cotton trade also. v 

Q .—Are they exporting cotton? 

A.—Mostly I think they sell to the mills. 

S .—Are they merchants or brokers? 

.—They are merchants? 

Q .—So they are buying and selling to the mills? 

A.—Yes. We pay them the money and they pay the money to the middle¬ 
men and the middlemen pay the money to the agriculturist. 

O .—You deal with the merchants who buys from the middlemen? 

A.—Our merchants hare direct dealings with Rangoon, Karachi and other 
places. They have got their own people there to buy the goods. 


Q .—How do you finance the trade in cotton? 

A.—In regard to that we lend only against personal security and not on 
the security of the goods. 

Q —You lend to the merchants to buy cotton? 

A. —Yes. 


Q .—Do you run any chits? 
A.—No. 


Q .—Do the members of your community run chits? 

A.—Yes. There may be 300 or 400 of them who have thoir earnings by 
means of these chits, hut it is not a regular business. 

Q .—You have some knowledge of them? 

A.—Yes. 

0 .—Are there a large number of chits in this district? 

A.—Yes. T think there was even a judgment by one of the judges here 
about these chits. • 


0 .—You say that a large number of peopfle are living on that? 

A.—Yes. The man who runR the chit in some cases lends the money 
and it is only after he gets the money back from the person to whom he had 
lent, he pays the man to whom it is due though it may take a fortnight or 
more. Some of these men fail. 

Q. —Why? Does that mean that the man himself fails or the chitties 
break down P 

A.—The man himself fails. 


Q .—Do you mean to say that the chit amount is lent out? 

A.—Yes. Tt is only people of small means who go in for chits. They 
pay the chit amount at a rupee for one hundred weeks and it is easy to 
deceive them. 

Q .—Is the bulk of the chits consisting mostly of small chits? 

A.—Yes. There are very few large chits also. 

Q .—Which do you call a large chit? 

A.—In ten months they collect Rs. 300. 

Q .—Are they mostly monthly chits? 

A.—Yes. They run to thirty or forty months. There are also weekly 
chits. 

Q.—Are there any chits in which the payment of the instalments is onco 
in six months? 

A.—Yes, there are. 


49 
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J .—Are there many of these P 
.—There may be only a few. 

Q .—What would you say in regard to the bulk of these chits P Are they 
weekly chits, or are they monthly or once in six months? 

A.--In Tutieorin and other places it is only the weekly chits that are found 
in large numbers. 

0.—In regard to the six-monthly chits what do they generally pay P 
A.—Such chits are run for 10 or 12 years and the subscription is Rs. 60 
or Rs. 50 per half year. It all depends on the persons who conduct and who 
join such chits. 


Q .—How many chits will there be in the district P 

A.—2,000 or 3,000. I do not think that there is o village in the Titinevelly 
district where a chit is not run. 

Q .—The village chits are all run with six months’ rests? 

A.—Yes. 

Q .—But this-kind of chits does not preponderate P 
A—No. 


0.—Do they failP 

A.—No, because the foremen are holders of land and that will he the 
security for them. 

Q .—Which type of chits is the most common? Is it the auction chit or 
the prize chit? Do you have much experience of that? 

A.—Not much experience. 1 have known some people who run these 
chits. 


O.—Are there many swindles in them? 

A.—Swindles are very common in the town. Last night I was told that 
one foreman who instead of paying the amount on the dne date postponed 
the payment for four months and that was due to the fact that the money 
he had lent to another he could not receive in time and then he did not even 
pay the interest to the party. 

Mr. Thomas-. Is he chit you are now having in mind an auction kuri? 

A.—Yes. 

Mr. Goixila Menon: When was the Nadar Bnnk started? 

A.—In 1921. 


.—What are your hanking hours? 
.—From 10-30 a.m. to 4 p.m. 


.—Until what time do you cash cheques P 
.—Till 2 or 3 o'clock. 


.—Then you close at 4-30 in the evening P 
.—Yes. 


'.—Have you deposits in any hank? 

..—We have deposits both in the National Bank and the Imperial Bnnk. 

i.—You have current accounts there P 
..—Yes. 


O.—Do you keep much cash in the night with you? 

A.—We keep only a very very small amount. 

Q .—How much have you collected in the way of shares? 

A.—More than 2J lakhs. 

Q .—How much do you set apart every year towards the reserve? 

A.—Of the share amount Rs. 2J lakns remains with the share-holders 
and we treat that as the reserve fund and the share-holders are always in 
a position to pay that half at any time the call is made. 


'.—You mean the unpaid share? 
..—Yes. 


Q .—Is it not a practice to set apart a portion of the profits every year 
towards the reserve fundP 

A.—It is advisable to do so and in fact we want it, but onlv we are waiting 
for the time when we may have good dividens. 

O .—What dividend do. you pay nowP 
A,—From 7$ to 8J per cent. 
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'.—Your institution in confined to tlie Nadar Community? 
—The share-holders can only be tho Nadars. 

—You open accounts for other people, 1 presume? 

..—Yes. 

'.—Do you take deposits from all classes? 

.—Yes. 


—What is the total amount of such deposits? 
,—It is a little over Bs. 5 lakhs. 


.—What is the security on which your hank advances money? 
.—Personal security. 

—Do these agriculturists come to your bank and borrow? 

.—Yes. some. 


'.—You know- their financial status? 
.—Yes. 


Q .—You say that the facilities available for internal remittance aro 
meagre and that there is only the Iniporial Hank and the Post office. Why 
cannot you develop remittances h.v means of cheques? 

4.—We want to send money from here to Madras or wo want to get 
money from Madras to this place. 

Q.—1 want to know' something about the method of remittances you make 
in tnc Tinnevell.v district? 

A .—By the internal remittances ! meant tho provincial remittances. 

Q .—Is it due to want of other facilities that you are Bending the money 
through the Post office? 

A. —Yes. If I go to the Imperial Bank they charge me one anna, some¬ 
times two annas and three annas. 


Q .—Do you think as a hanker that the ideal way of making remittances 
is by means of cheques or hills? 

A. —Yes. 

Q .—You have got an account in the Indian Bank and you say yon are 
also sending cheques and hundis collected here for realization at Madras. 
Therefore is it not hotter that instead of making remittances in cash through 
the. Post office to pay these amounts by way of chequos or bills and thus 
create a banking habit in your customers? 

A .—At the end of last year I had to deposit an amount of three or four 
lakhs in Madras and 1 could not possibly do it because thero is no other 
bauk to whom I could issue a cheque. 

O .—You have got an account with the Imperial Bank? 

A. —Yes, here. 

Q .—You as a banker can educate the people by making payments in 
cheques and bills and also induce them in that way to bank their money in other 
institutions instead of making remittances through the Post offices. Can 
yon not do that? 

A.—The people who deposit their money with us issue cheques whenever 
they want money. That is being done. 

Q .—You say that generally there are no facilities for internal remit¬ 
tances? 

4.—That is as between ourselves and the other banks. We can lmvc 
opened a branch in Karachi or Bangoon, But now thero is no facility for 
us except to have our remittances through the Imperial who charge us for 
that. 


0.—Is it lieeause you have no accounts with other banks in those places? 
Anyhow do you admit thnt it is a more convenient form for making remit¬ 
tances by way of bills? 

4.—Yes. 

<?•—You do not take any security except personal security from the ryots 
1 believe P 
4.—No. 

0.—Do you not grant loans to traders? 

4.—Yes. We do give them loans on goods also. 



6 .—¥cra say you have no opportunity to borrow from other banks? 

WhyP 

A .—We want to proceed slowly but safely. 
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.—You would discount bills? 

.—No. 


Q .—Is that liecause your customers do not like to conic to you for the 
discounting of bills? 

A. —No. We can get bills from those who come to us for borrowing 
money and then we can discount them. 

Q .—Why do you say that the Imperial Dank considers the joint-stock 
banks as their rival? 

A.—Now if I cash a cheque I will have to pay a commission of an anna 
more than what they would charge to others and that is because we are 
bankers and the others are not. The reason is that they waut the merchants 
to come to them direct. 

.—Does the National Bank also adopt the same course? 

.—The only point is that they want the traders to come to them direct. 

Q .—Are you sure about it? 

A. —Yes. I know in a certain instance when a man camo to me and 
asked me to cash a cheque he had, a peon came from another bank hero and 
told him that the bank will do the thing cheaper for him. 

! .—Are you regularly discounting hundis for far off places? 

.—Yes. 

Q .—What are those places? 

.4.—To Karachi and other places. 

Q. —Do you know that because you want to remit money for those places 
and consequently they are asking for a higher rate? 

A. —For these small amounts they do not charge anything. I am only 
referring to small amounts. 

Q. —Other merchants may lie asking drafts for higher amounts? 

A ,—I am not sure of that. I am sure that the bank is treated in a quite 
different way. 

Q .—To overcome this difficulty you say that more banks must lie started. 
Who should start these banks P 

A. —The imperial Bank is not accessible to all, not to the poor man, by 
whioh 1 do not mean the man without money but who is not an up-to-date 
man. 

Q. —Why? The small banks are intended for the people in the locality 
who have small needs. 

A, —That is why 1 say the Imperial Bank should help joint-stock banks. 

Q .—Of course you want to create competition by having more banks? 
Is that your idea? 

A.—No. 

Q. —Nobody prevents you from starting banks? 

A. —People cannot entirely depend on their own capital. In our own 
case the Imperial Bank could have helped us. They know us very well, they 
know the status of our directors. They surely could have helped us to a 
certain extent at least, but they do not do so. 

Q. —What do you mean by saying that people are now investing money 
in undesirable places and in undesirable ways? 

A. —I mean chits and those sorts of things. 

Q. —The major portion of the chits are run by menials and small men 
who utv not in a position to open bank accounts P 

A. —They invest in other places because we do not give them sufficient 
interest. If they lend that money to some other person, they get 12 per oent 
interest. They invest their money in lending on mortgages where they can 
get a higher rate of interest than putting it as deposits in banks. 



,—You lend money on personal security? 

.—Yes. 

Q .—You hare not refused to lend for want of security? 

A.—If the personal security is not quite satisfactory we do not lend 
money to them. 

Q .—What you mean is that instead of people investing their money in 
chits they should put that money in banks, for these chits are insecure? 

A.—Yes. 

.—Ts there much hoarding of money here, hoarding of gold and silver? 

.—Yes. 

.—A good deal? 

.—Yes. 

.—Is it due to ignorance or craze for gold or ornaments? 

.—The worth of the people is known by the quantity of jewels they wear. 

Q .—Is it due te the fact that they can raise money without any diffi¬ 
culty by pledging the jewels? 

A. —Yes, that is one of the reasons. 

Q .—Can you suggest any way by which we can educate the people and 
induce them to invest their money in banks instead of in gold and si Ivor P 

A .—If more banks are opened in the villages and small places they will 
put their money in hanks. Generally it is the minor's’ and widows’ money 
that is at present being hoarded. H they come to know that there is a bank 
very near them they will then put their money in them. 

Q ,—Do you think that this is the only way of getting over this practice 
of investing in gold and silver? 

A. —Yes, by the opening of more banks. 

Mr. Ilumeed Sultan Marirair: Can you just tell me any of the small 
merchants here having accounts with your bank? Arc you having such 
accounts ? 

A.—Yes. 

-To what extent? 

-They send us their surplus money to the credit of their account and 
withdraw them when they want. 

-Do you lend to them on xrersonal security? 

..—Yes. For merchants we also lend money on goods stored in godowns 
whore it is insured and if we. are given the keys. 

Q .—That is key loans? 

.1.—We call it godown loans. Generally it is for 3 months. We allow 
also open loans. 

.—The small merchants in the buzaar, have they accounts with you? 

.—No. 

.—Why P 

l.—They go to the liundi shops whore they can get more interest. 

J. —Wll&t interest do they got? 

1 .—They get 6 per cent on deposits. 

-And for the money they take? 

1.—They will be charged 12, 15 and sometimes 18 per cent interest. 
12 per cent is the minimum. 

Q .—Why not they sond their money to you? 

A.—We do not give them interest at G per cent on current account. They 
also lend them money on single signature, but wc allow loans only on double 
signature. 

.—Do you lend money on gold? 

.—No. 

•—Why p 

.—We employ all our funds in other ways. 

Q .—The Imperial Bank is lending money on gold? 

A.—Yes, on solid gold. 

Q .—At what rate? 

A.—At the samo time rate as for godown loans. 1 think. 
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Mr. thcnnas : I suppose you have a reserve fund P 
.1.—We have got a small amount. 

41.—In what form is it kept? 

A.—It is invested in fittings and furniture and business. 

O.—What is the item ‘Cash with bankers and on current account’? 

3.—We have deposited some money in the current account with other 
bankers, the Imperial Bank, the Chartered Bank and the National Bank. 


Q. —In fixed deposits P 

A.—In 1928 we had put money in the Indian Bank. In 1929 we have 
deposited in the Indian Bank, and the Imperial Bank. 

Q. —What is the amount of your reserve fund? 

A.—It is Rs. 3,800. Of course tho amount is small and it is a draw back. 
We do feel it and our directors intend to increase it. But wc have got the 
reserve liability of shareholders. 

Q .—You have have a deposit of lls. 5 lakhs now? 

A. —Yes. 


0.—Do you think that the resei-ve fund you have and other liquid assets 
would be sufficient to meet a possible run on the bank? 

A. —Some of the deposits are for 3 years, and some for 2 years and some 
for 5 vears and so on. The current account and savings accounts are only 
Rs. i takh and Rs. 40,000 respectively. 

O .—What clabses of people place fixed deposits with your hank? 

A.—We have got these Nadar Maniool. They collect so much per cartload 
on the goods sold, etc., and these constitute a fund. Most of the Nadars 
and others have also put money on fixed deposits. 

Q. —What is the kind of help you are expecting from the Imperial Bank, 
the lack of which you are complaining of in the memorandum? 

A. —In cashing cheques, the Imperial Bank charges 4 annas and 3 annas 
to banks. Now this 3 annas is too much. 

Q .—Have you placed the matter liefore the Imperial Bank authorities? 

A.—Yes. I had interviews with the local agent, but lie said that it was 
the instruction from his head office. 


Q .—Do you know how they treat other Indian Bank? 

A.—There was one instance of their bank at Trivandrum of which we had 
information. We then wrote to them and they told us it was not so. Now 
they have got a fixed rate lor banks which I say should be less than for the 
public. 

Q. —Have you been also to capture their business? 

A.—I have got Rs. 7 lakhs of business. 


The Chairman: Do you seriously suggest that they should give you 
additional facilities in order that you may take their business? 

A.—They should give us facilities because it is a Government bank, they 
are getting so much of deposits from Government. 

0.—Have you got the same credit as the Imperial Bank? 

A.—Most of the municipalities will bo only too glad to deposit thoir 
money with us, because they know our directors who are very wealthy 
men. Even the Imperial Bank are avowing them a large amount of credit. 

Q.—Can you get from the public deposits at the same rate of interest os 
the Imperial Bank? 

A.—tNo. We cannot. We have to pay more interest. Of course it is not 
the same people that deposit their money in the Imperial Bonk who put their 
money in our bank. 

Mr. Thom at: Have you really been able to encourage the savings 
amongst the smaller people. Have you been able to capture to any extent 
any of the Imperial Bank’s clients? 

A.—It is generally our own people especially widows and minors whose 
monies are deposited with us. They will not put their monies in the Imperial 
Bank. They either keep it with us or give it to traders. 

Q .—In regard to borrowing also these people come to youp 

A.—Yes, in spite of the fact that the Imperial Bank is charging lower 
rates of interest than us. We charge 12 per cent for loans on personal 
security during the busy season. Their highest rate is 8 per cent. 
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Q. —How do you account for thatP 

A,—We are more easily accessible to them. 

Q .—Do yon have the same business hours? 

1.—Yes. In my hank the customers can come direct to me but not so 
in the Imperial Bank. 

Chairman: Why? 

A. —There the cashier is responsible for all the loans. The Agent simply 
consents to it, but the cashier is responsible. He must see that all the 
money advanced is repaid, otherwise he will be responsible. 

Q. —How is the cashier responsible? Do you mean that he backs all 
bills P 

A. —He must approve of all the loans. The agent cannot give the loan 
without the consent of the cashier. If he does so, he is responsible. The 
cashier deposits not less than Rs. 10,000 for the post. 

Q. —You mean that if a man fails the bank will come down upon the 
cashier? 

A. —Yes. 

Mr. Thomas: Is there any other facility that you provide for your clients, 
which makes you more readily accessible to them ? 

A .—Our bank closes like other banks at 3 o’clock. But if at 4 o’clock 
say, one of our customers comes and wants immediately to release some goods 
on loan and return before the next day and by that he is sure to get some 
profit of course we oblige him and put that transaction in the next day’s 
account. 

Q .—Does such treatment tend to the inculcation of habits of punctuality 
among businessmen? 

A. —Those are done only at times and that just to oblige customers. 

Q .—Do you give more grace daysP 

.4.—In those coses we are as strict if not more strict than the Imperial 
Bank. 

The Chairman: Ytra said in the Imperial Bank the cashier is responsible 
for all the loans? 

A. —l mean the cushier and not the shroff. 

Q. —A cashier is generally a junior officer under training ; how is he to 
he made responsible? 

A. —No. 


Mr. Oopala Menon: I do not think they are responsible for all the 
loans. They are only consulted with regard to the stability of the parties? 

A.—I think the cashier is held responsible. 

Mr. Thomas: While speaking to the Chairman about the financing of 
trade, were you referring to import merchants? 

A. —Yes. The man consigns the goods from Rangoon and draws the bill 
on the security of the bill of lading. We get the bill of lading endorsed to 
us and discount such bills. 


'.—Have you had any difficulty in regard to these transactions? 
..—No. 

i.—Do you finance agriculturists? 

..—To a small extent when they come to us. 

I.—To what extent P 

i.—To about say Rs. 2,000 or Rs. 3,000. 


0.—On jrhat security? 

A. —On personal security with double signature. 

Q .—You said your working hours are the same as those of the Imperial 
BamtP 
A.— Yes. 


Q .—Are Indian businessmen having any inconvenience by that? 

A.—They do ; but we cannot help it. 

Q .—In regard to the chits in Tinnevelly district arc they mostly prise 
chits or auction chits P 
A. —They are both. 

0. —Is the full amount auctioned? 

A. —In the chits also there are two systems, one is the auction system 
and the other is the instalment system, i,e., 20 persons contribute Rs. 10 



a month for ten months for a chit of Ra. 200. A lot is drawn and the man 
who gets it gets the full amount. The other is it is put in auction and the 
man who hick lowest gets the amount. 

Q .—Is there any other system in which the subscriber, when onoe he gets 
the lot, severes all connexion with the fundP 

A.—No. 

Q .—Tn which class of chits you find the greatest amount of corruption 
or loss? 

A.—I think in both. 

Q. —In these chits, who is the losing party generally, the organiser or 
the subscriber? 

A. —Tt is the subscriber. 

Q .—Why should these people join the chits organised by fraudulent 
people, especially who hare no fixed business in Tuticorin? 

A. —They have probably no other means of saving money. 

Q. —Therefore chits are serving the purpose of saving money? 

A. —Ycb. 

Q .—Why do you not start more chits like that and collect money P 

A. —We can. 

J .—Have you got a savings hank account P 
.—Yes. 

Q .—Do banks run chits? Do you think if you do, you will he inducing 
people to save? 

A. —Yes. The Quilon Bank does it successfully. It was also suggested 
by our directors to find out the means of working it. 


,—Are you aware of any nidhis running chits hero in this district? 

.—Yes. Most of the nidhis are running chits. 

,—You speak of the people investing money in undesirable places? 
.—Yes. 
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Q .—Do they hoard in gold and jewellery? Is the habit incronsing or 
diminishing? 

A. —It is diminishing. 

Q.—How is it diminishing? 

A.—People have begun to put more money into the banks. 

Q. —Have you got more banks in the interior? Do you think that it 
will facilitate the work? 

A. —T do not think. 

Q .—Have you opened any branches? 

A.—We opened one three or four yearn ago. Only during busy season we 
do money-lending business. There is no business for other months. 

*.—Why do you not open banks in other places? 

l. —The Nadars are all over the district. They do not borrow money 
for their own business. 

).—You take deposits and also lend money to the small traders? 

L.—It is going on. 

0.—What is their capital? 

A.—One hundred to 200 rupees. They do not want much money. Tho 
village merchants do not borrow from the banks. 

Q .—Why are you then speaking of your needing more banks? Even 
the banks now in existence cannot extend their business P 

A.—In places like Tuticorin and other towns we can do more business. 

Q. —But your present business is not very extensive, is it? Therefore 
rather than saying that we require more hanks, I would say that we 
require extension of the business of our existing hanks ; greater banking 

A.—Yes. 

O .—What is your authorised capital? 

A.— Our authorized capital is 20 lakhB j subscribed capital is 6 lakhs 
We want money. 

<?.—Why do you not sell your shares in the open market? 

A.—There is this difficulty. The management must be in the hands of 
the Nadars, 
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Q .— People are not prepared to subscrihe unless they have got a share 
in Hie management of the bankP 

A .— Unless one has got a shave in the management he is not willing to 
part with his money. 

Q .—Is there any special reason why you would restrict your bank for 
your own community P So long as your people have got a authority of 
shares, won’t you be able to control the bank? Why push communalism to 
banking? 

A.—Each community wants for its community more hanks. Only then 
people will be in the habit of putting their money in banks. 

P.—Do you deal with other people? Do you take deposits from them? 

A. —We are extending our business. We take deposits from all people. 


P.-<-Which is your principal object, to do business in the businesslike 
manner, or merely to help your own community? 

4.—The object'of the institution is not merely to make money out of it 
but to help our people. Self-help first and help others if we can afford. 

p.—If you can do both, why don’t you develop your hank or sell more 
shares P 

A .—As I said before this was the outcome of the Nadar Mahajana 
Sangam. They wanted a bank of their own. 


p.—You say you cannot make use of your funds? 

A .—During busy season we have not sufficient money. 

P.—If there are more joint-stock hanks, could you easily tide over that 
difficulty? 

A .—T do not think that Tuticorin wants any more hnnks. Co-operative 
hanks will be more useful in the interior. 


P.—Very well. Have you hod occasions to study ro-oporntive hanks in 
Tinnevelly? Are they run on proper linesP 

A .—T have seen only in the papers. 

P.—How long have you been the agent of the Nadar Bank? 

A .-—Eighteen years. 

P.—Before you began as agent, what were you? 

A .—I was in the South Indian Railway Co-operative Society for 71 years. 
I was then the manager of the English Warehouse in Colombo and Rangoon. 

p.—What is the strength of your establishment? 

A.—Here there are three clerks, two peons and myself. 

P.—Are they trained hands? 

A .—They were not trained in the hanks. They were working as clerks 
somewhere. 

P. —;You have not got assistants trained in any bank in Madras? Don’t 
you think that it is necessary to have some training? 

A. —Then we will have to pay more. This will serve dur purpose. Of 
course it is better to have a trained man. 

Q. —I hope you ore a salaried official? 

A.—Yes. 


p.—Have you found it noeessary to finance the 
corin? 

4.—We do not do that. 


export trade of Tuti> 


'.—Ts there not much trade in Tuticorin with Ceylon? 
..—We have not been able to finance it. 


(The witness then withdrew.) 
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Khan Bahadur V. Hameed Sui.tan Mabaicaib Sahib Bahadur. 

M.K.Ky. R. SIVARAMA ATTAR Avargal, Mirasidar, 
Ravanaaamud ram, Tinnerelly District, 


Oral evidence.* 

The Chairman: You have had a good deal of experience in the villagesP 
A .—Yes ; in some of the villages in Ambasamudram. 

Q.—Are there many chit funds there? 

I.—Yes. 


O.—Many of them are not working properly P 

A. —No. Generally as a rule there is no swindling. Of course there are 
swindlings but only very rarely. 

0.—Do they often lose their money? 

A. —Only in 10 out of 100. 

p.—What is it due to? 

A.—That is due to people not knowing the financial capacity of the 
person who runs. Generally when a banker or a merchant is sinking he 
thinks of living himself up by organising a chit. That is the only case where 
you find swindling. People must be able to, know whether a man is solvent 
or not. 


p.—In the villages are they run generally by a man in the village? 

A.—Yes. The merchant has not often dealings in the villages. He gets 
the commodities from the villages ns well as from outside the villages. 
Before advancing the villagers must know the conditions. If he has been 
paying the interest due upon the debts there is no way of knowing whether 
he is solvent or insolvent. 


0.—Are there many chits in the villages run by merchants? 

A. —They are run by landlords, merchants and bankers. 

O.—They do not live in villages? 

A.—They live in villages. Even if you live in the village, you may not 
know all about them. For instance take the business in Malabar. Some 
of the members are living here and others in Malabar. There is the family 
concern which is sinking down. The villagers cannot know it. Tt is only 
in such cases that the villagers lose their monies. 


S ,—What is the commonest form of chit? Are there fairly big ones or 
l ones? 

A .—Big ones are only small in number. 

p.—In the villages mostly chits are run on subscription for six months P 
A.—Eve 17 six months we have. 

p.—Very frequently, weekly or monthly? 

A.—That is very rare in these parts. 

p.—All are agriculturists, They can command money in the town? 

A.—Yes. Even in towns monthly chits arc very rare.' 

P.—What is the ordinary way in which the villager gets accommodation 
if he wants loans? 

A .—In every village there are money-lenders. 


For written evidence, vide pages 1122—.‘154, vol. II, 
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Q .—Of late tlie village money is, being drawn to the banks other than 
district towns ? 

A.—But that does not drain away the whole money of the village. 

Q .—What rate does he generally pay? 

A.—The ryot ; there are two classes of people 1 will take ryots to bo 
actual cultivators. They may or may not have lands. 

Q. —By a ryot we understand a man who has got lands in the villages 
or who do paddy trade. 

A. —Small proprietors cultivate their own lands. Ho will have to pay 
12 per cent a year, 1 per cent per mensem. 

.—What about his produce? 

.—He sells it to his merchants. 

).—Do they borrow from the merchants? 

-Yes. 

-At a small rate? 

[.—The landlords accommodate thorn it they are cultivating the land¬ 
lords lands. Otherwise there are not several items on which he goes on 
borrowing. He has his grain, seeds, etc. 

Q .—Do you moan that they do not borrow much? 

.1 —No. There is a village in which I own 40 per cent of lands both di.v 
and wet. With six hundred rupees 1 am able to accommodate all the ryots 
who cultivate mv land. 

O .—You are lending money to the ryots? 

A.—Yes. 1 get it after six months. 

Q .—You charge only 12 per cent. Is there lending on grain ratesP 

A. —No. Whenever a landlord advances money to his ryot he takes 12 per 
cent. The loan will he outstanding tor six months. The actual cultivation 
period is only lour months. So the total amount will give the landlord 9 per 
cent a yeav. 

-Is ho satisfied with that? 

-Oh yes. The landlord is anxious to maintain the quality of his 
land and cannot therefore neglect his tenant. 

p.—Then why do they borrow money from the co-operative societies? 

A.—Only in places where there are petty landlords who may not he able to 
accommodate them. Co-operative societies are not working as they ought to 
he in village parts. 

Q.— Why? 

A. —1 have experience of two societies, one in Ambasamudram and the 
other in Govindaperi. * 

O,—Why not? 

A.—In those places the money does not seem to have reached the ryots’ 
hands and the Tahsildar is trying his best to recover money. In Amba- 
samudrum the clerk swindled something like Rs. 3,000. 

Q .—Who asked him to do that? The directors oi the bank? 

A.—They do not take particular care. In this case the clerk repaid the 
money after taking money from a third party and committed suicide. That 
party lost alt the money. 

•.—Do the members allow it to run in that way? 

..—It may lie a single case. 1 say that it is not run as it ought to. 
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.—The co-operative societies loans never reach the villagers? 
,—That is the complaint. 


h —The villagers are quite content with itp 

I.—They have to repay tlie amount whether they have received it or not. 
The Tahsildar is there to recover the amount. 


Q .—Is there a law that they should pay when they have not actually 
received the money P 

A.—They have signed the paperN. They do not receive the money. 

0.—How do yon know that they have not received the moneyP 
A.—They say. You refer to the papers. I referred it to the actual man. 
That is the difference. 


0 .—There is the statement that they have received it? 

1.—Believing in a man who would pay money Buch things take place. 
There is no use questioning it. 

0.—Do not they question? 

A. —They question but you do not allow them to question. Now it has 
to be recovered somehow. 


0 .—Why? 

A. —Because they have signed the bonds. 

q .—tf they can prove that they did not receive how are they liable P 
A.—Persons who nave received the amount must have received it os their 
agent. There will be so many difficulties. But the fact remains. 

Q .—Is it your suggestion that the co-operative societies are of no Ube? 
Are these two isolated cases? 

A .—Not isolated cases. They do not work well. Of course there may bo 
cases where they are working well. The Triplicane Urban Co-operative 
Society is working well. 

0.—Is that making a profit? 

A.—They are there to make profit. They are there to benefit the people. 
Of course it is in paper. 


0.—Does it make a profit? 

A.—I do not know. There is no complaint againbt it. 
q. —What about the money-lenders in the villages? 

A.—They are getting on well. 1 may tell you that Nattukottai Chettis 
do not thrive in this district. That is one great credit to this district. 


Q .—Why is that? 

a .—Because Nattukottai Chettis are lending money at a very high rate 
of interest and they wanted to do business but they do not succeed. So 
money-lending is done on a more favourable and cheaper rate of interest 
than is done by Nattukottai Chettis. 


Mr. Thomas: Your written evidence is detailed and useful. 
A.—1 thank you. 


- Q .—1 find that you have made detailed studies in rural economics. Can 
you tel] me in regard to the studies you have made what you regard os an 
economic holding in this district? 

A.—One kota. It differs from district to district. One kota is equal 
to one acre and sixty-three cents. 


0 .—Would it be sufficient for a family of five people? 

A.—The unit of the area that can be sufficiently cultivated with one 

f air of bulls by one tenant with tho members of his family is one kota or 
•63 acreB in one season and there are two seasons in a year. A tenant owning 
a pair of bulls is able to cultivate 3-64 acres of dry lands also in a yeav 
in this district. 


0.—May I ask what income the family would get from a kota of landP 

A.—One kota will yield if it is very good land 36 kotas of paddy for 
both seasons. They will give to the tenant 12 kotos, i.e., Rs. 132 a year. 

0.—Is it sufficient for a family of five people? 

A.—It will not be. An account of it is given on page 341 of the written 
ovidence. You see therefrom that there is work for the family only for 177 days 
in a year of 260 working days. So they may earn otherwise during the 
remaining 83 days. 

Q .—That is why you have suggested some means of providing subsidiary 
industries P 

A.—Yes j I enth-ely roly upon well irrigation. 

Q .—The tenant is able to cultivate one acre .and sixty cents with one 
pair of bulls and one plough? 

A.—Yes. 


Q.—Could a family of five live upon the produce of one kota of landP 
Is it really an economic holding? 

A.—The holding of 3 acres of land is generally regarded as the average 
economic holding of a ryot, i.e., if he cultivates 3 acres of land himself he 
can eke out an economic living. 

q .—Have you in the Tinnevelly district large landowners who cultivate 
their own land? 

A.—There are many and I am one of them. 



Q .—How much land do you cultivate? 

A.—1 cultivate nearly 75 aeros every year. 

0. —Are you managing your whole land under your own supervision? 

A.—These 76 acres are cultivated by my servant under niy own super¬ 
vision. 1 have got some other lands which are cultivated by tenants and 
1 also exercise my supervision over them. 

Q .—Do you employ any pannaiyals to cultivate these lands? How manyP 

A. —Nearly seven for the home-farm lands. Out of these 75 acres nearly 
40 acres are irrigated nnd the remaining 40 acres are rain-fed. Out of these 
36 acres 20 acres are irrigated from tanks and 20 lrom wells by power lift. 
8 <> the number of servants that 1 have to employ will he the minimum. 
Because the cultivation can be carried on from time to time without any 
pressure from climatic conditions he carries oil the cultivation on all seasons 
of the year. So if 1 have all the lands at a particular spot and under parti¬ 
cular sources of irrigation, it would be easy for me to cultivate all the landB 
without the least loss of efficiency and with a minimum number of servants. 
But it is not so in the case of paddy. Paddy must lie cultivated at a parti¬ 
cular nick of time. So it would be difficult, whatever the number of servants 
I may employ, to cultivate a large area during that particular time. 

Q .—What is the maximum extent of land which one man can cultivate 
without loss of efficiency? 

A. —It depends on many factors, as l have stated above. If all these 
conditions are satisfied, he ean cultivate nearly 100 acres. Sometimes an 
able farmer may cultivate even 200 acres if the lands are in one block. 

Q .—Will you be able to economize a good deal if you have large farms? 

A. —Yes. It would be more paying to the cultivator if ho has a large 
area to cultivate than a small one. 

Q. —Ts it your opinion, therefore, that it is better to have a large holding 
than a small one, assuming that cultivation is carried on l>y paid labour? 

A.—Yes. 

Q .—You refer to a certain village on page 2 of your written evidence. 
Can you tell me the total extent of the village? 

A. —1,600 acres, hoth dry and wet. 

Q .— How many families are there? 

A.—There are 900 families at the rate of four persons in each houso. 

Q .—Is it not generally taken that an nverago family consists of five 
persons ? 

A. —It is not so in the village, i was the Union Chairman and I know 
the population. 

Q ,—What is the average size of holding in that village? 

A. —I do not know. There are only 600 acres of nanja lands and tlio 
average holding will work at f of an acre. 

Q. —How many of those landlords have small holdings and how many 
large ? 

A. —I have no idea of that. 

• .—What is the amount of rent per acre in that village? 

-That will come to about 11 kotas per acre, if expressed in kind. 

O .—What may lie the maximum yield in the samo land? 

A. —About 17 kotas. You take 11 times the landlord’s income as the 
possible yield out of the land. 

Q.—You state that the share of tho tenant is now-a-days diminishing. 
Why is it so? 

A.—The share is diminishing. The cost is increasing. By unemployment 
the number of tenants is also increasing everywhere. So, to-day a man 
who takes a land on lease is worse off than the man who took so some years 
back. In earlier days there was no competition among tenants. Now 
because of the rush of tenants to cultivate pieces of lands themselves tho 
landlords have ceased to cultivate their own lands. There is therefore great 
competition among the tenants und the tenanip who were paid 8 out of 21 
and now paid 7 actually out of 21. That is the perceptible difference I note 
at present. 

0.—Is it advantageous to the ryots or to the tenants? 

V-—Have you sufficient evidence for the statement that interest rates 
the molestations from the landlords. 
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Q,—Do yoli not think that these lease-holders gain little if they work oil 
borrowed capital at 12 per cent interest P 

,4.--In' the lease-hold system, the tenants do not so much mind about pay¬ 
ing a little more rent even if the rent is increased. Hero he has got full 
control over the land and pays only 1 more in 13 than ordinarijy he has to 
pay. He makes this up by various other privileges opened to him from the 


Q .—Ig it not a convenient loan for the landlord, inasmuch as he could 
pt back his money on the threshing floor? Further, will such sales at 
tarvest time enable the ryot to get the best prices? 


A .—For the last two or three yearn, it has not heen the case. Otherwise 
tho price will generally be low. But then there is the reduction of paddy 
owing to shrinkage if allowed to stand for sometime more. 

Q .—That may lie. I think normally the cultivator gets less by selling 
his paddy on the threshing floor. Do you not think that it is hard on the 
part of the landlords to do so? 

A .—But if you allow the tenants or the cultivators to take away the 
produce and enable them to repay subsequently when the market is favour¬ 
able, there is no guarantee whether they would not sell the paddy to the 
today shop hardly. The safest course lor the landlord 1 is to demand tho 
paddy on the threshing floor. 

O .—Are you, then, enabling them to get the highest market valueP 

A. —Yes, we enable them to obtain the highest market value on the day. 

Q .—If the market value on that day is low, would you allow them to hold 
their produce for sometime and wait for a more favourable market P 

A.—There is not likely to lie much difference in the market, even if the 
produce is allowed to be held, because the tenant pays his rent in kind. 
Even the merchant expects to get only 13 per cent for the whole year and 
at the settlement they make a reduction of 15 per cent for merchants profits. 
That will be the only loss for them. 

Q .—Would it not be better for the ryots if some intermediary like the 
co-operative society are to take the paddy and pay the landlords? 

A. —Yes. 


Q. —Then, why not the landlord himself do it? 

A. —It all depends on the mutual trust and confidence between the land¬ 
lords and the ryots. That is the very thing that is lacking, otherwise 
there can bo no room for any grievance for oitlier parties. 


Q .—You therefore think that the landlords are dealing with tho tenants 
not on pure cash nexus, and that there is little benevolence attaching to it? 

A .—Quite so. 

0 .—At what rate of interest does the landlord borrow? 

A. —He is borrowing at the rate of 9 per cent and lends out at 12 per 

cent. 

Q .—You therefore agree that the landlords profit by their transactions 
with tenants in two ways, first by lending them at 12 per cent money which 
they had borrowed at 9 per cent and secondly by insisting on them to, pay 
their rent on the threshing floor. Tf you start a mutual benefit agency like 
tho co-operative society to help them to market their produce and to lend 
them for the cultivation expenses, do you not think that the tenants will he 
bettor off than they are now? 

A.—But it should lie noted that the ryots will not have sufficient incen¬ 
tive to open co-operative societies, because they may lie losers by mismanage¬ 
ment. 

Q .—Is it not the duty of people like you to help them in such matters? 
You state that the interest on money has lately increased. Is it not due to 
lack of credit facilities and would not the opening of co-operative societies 
help to reduce the rate of interest? 

A .—The real reason for the increase in the rate is that all the village 
monies are being drained away to towns, mostly on commercial concerns I 
know a major portion of the village money in my taluk has been drained 
away to the West Coast and the towns in Tinnevelly district. 

Q .—Have you sufficient evidence for the statement that interest rates 
have risen higher P 

A. —Yes. 
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0.—Are you speaking from experience? 

A.—Yes. 

p,—Do not you think that even in the towns the interest rates hare 
increased? 

A. —The rate of interest in the towns has always^ been high heenuso the 
town is a commercial and industrial centre. In village parts it has not 
been so, before. But now it has increased on account of migration of village 
fnnds to the towns. 

p.—Do not you think that in the country parts there is better security 
than in the town? Then why don’t the people invest their money in villages? 

A. —Every banker in a town expects to get a net profit of 8 to 12 per 
cent. He must necessarily charge rates up to 15 per cent to leave a margin for 
bad debts and risks. In the end he actually realizes, on the average 9 per 
cent of his capital which ho would not get, if he were to lend it in a village. 

O. —Ts not his money more secure if he lends it on the mortgage of land? 

A.—Ambitious people do not necessarily see to the security. They would 

even risk their capital to make a big profit. 

P. —You speak of someone in your written evidence, that the father of 
the present Viceroy—1 suppose you mean Sir Chavles Wood, the grandfather 
of H.E. Lord Irwin—made the ryot to pay higher assessments. Is it true? 

A. —The recommendation of the Government of India was the rvotwari 
settlement must be made on a permanent basis. 

p.—You spoke of the marketing of woven cloth mode in Tinnevelly. Can 
you tell us how its marketing is effected? 

A.—The cloth-weavers themselves take the produce >f it from Tinnevelly 
to Tnnjore and other places. 

p.—Who is the middleman that finances the merchant and carries on the 
trade? 

A.—The merchants of Mnlahar. 


0.— Do they come over here? 

.4.—The cloth-weavers themselves take the produce from Tinnevelly to 
Malabar and Tnnjore. They sell to the people in these places through the 
middlemen who ore merchants of the respective places. 

O. —What profit do they generally make? 

A.—It is a general fact that the merchant makes a profit of 18 per cent, 
9 per cent on the capital and 9 per cent on the produce. You may take 
this as a rule. 

p.—Who finances trade of this kind? 

A.—The indigenous bankers. There are two kinds of indigenous bankers 
who finance this trade. The one is the small money-lender and the other is 
the hanker. If a merchant does a large business he goes to big money¬ 
lenders. 

p.—How many bankers of the first class have you in Ambasamudram? 

4.—About 12. 

P-—Are there not people from Kallndaikurichi who finance the trade? 

A.—Yes. 

P. —Do they send drafts? 

A.—No. 

p.—Are the bankers in Kalladaikurichi doing their business elsewhero 
than in Kalladaikurichi? 

A.—No. They have settled in Kalladaikurichi. 

p .—You spoke of the Nattukottai Chettis in this district and said that 
you will not lie pleased to see them doing business there? Is it not so? 

A.—No, I said that their business is not thriving liecause they have to 
face a great deal of competition from local bankers. 

p.—Have the bankers in Kalladaikurichi more business in the tqwn than 
in the country P 

A.—They have business both from the interior and from outside. They 
do not open branches in the interior, but the villagers themselves from the 
interior apply for loans to them in the town. 

P.—Ho you think that the terms of the Chettis are higherP 

A—Yes, 
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Q. —Do you know what tho Chetti’s charges are? 

A.—The Chettis are advancing to the indigenous hanks rather than 
to private individuals at cheaper rates of interest. 

E .—In the case of these money-lenders, how much do they chargeP 
.—0 to 12 per cent. 

Q. —What is their security P 

A.—Only on personal security men who have not got property are charged 
a high rate. 

I should like to make one suggestion Anally to minimise the difficulties 
the ryots in the villages are suffering under. The land revenue assessment 
is being collected at a time the money market becomes tight and on account 
of the several items of expenditure incurred by the people, seriouB hardship 
is being felt by the ryots. The items of expenditure incurred by villagers 
are found in the summer months of the year, and that is a very bad time 
when Government also press for payment. During that period the money 
becomes tight. The ryots feel it highly difficult to go in for money. The 
paddy is not harvested at that time and even if it is done, the market is dull. 
Taking a concrete example, we have in our village 600 acres of nanja lands. 
About 70 per cent of these lands are harvested in September. That is the 
time when the money market is dull. In February and March the market is 
found dull. Tf Government instead of collecting their assessment from 
February onwavds in 4 months, divide the period into two instalments, say, 
one at September and October and another at March and April, that will 
make collection very easy and minimi.se the hardship of the ryots. We have 
nearly to pay 1 lakh and 50 thousand rupees in Ambasamudra'm during these 
four months. 


The Chairman: Have you made any representation to this effect to the 
Collector P 

A .—Some years ago T moved this matter, hut with no effect I any it would 
be very easy for us if the kist is collected in two instalments as said above. 

Mr. Thomae: Yon have given a comparison of the conditions of a village 
between two periods, 1900 and 1929. Can you tell me the name of that 
village P 

A .—It is my own village and its name is Ravanasamudram. 

O .—What are the castes of the people living there? 

A.—All castes. Brahmans, non-Branmans, Muhammadans and Fanchamas 
Jive there. 


Q .—What percentage do the Brahmans constitute? 

A.—About 10 per cent. 

Q .—You say that in that village the expenditure on education is 
Rs. 1,50,000. What period does that cover? 

A.—That denotes the amount spent during the last 30 years. 

J .—What proportion of it has been spent by Brahmans? 

.—I cannot say, 

Q .—How did you work it out? 

A.—I got the number of men who came out of the institutions and the 
number of the students that are still studying and worked on my own 
calculations. 


Q .—Do you think that the purposes which you have enumerated and the 
proportion of the funds that you have given for each are representative of 
the whole district? I want to know the proportion of such villages. 

A.—In the Ambasamudram taluk there are ninety villages and about 
twenty villages will he of this type. 

Q .—Is the habit of using jewellery on the increase? 

A.—Yes. 

Q. —It has been said to be on the decrease in the towns and just now 
one of the witnesses said that the habit is diminishing in Tuticorin. Do you 
not think so? * 

A.—Probably last year there may have been a decrease. But on account 
of that it should not be said that the habit is diminishing. What has to be 
done to compare the increase or the decrease for the lost ten years and if the 
general tendency is to decrease then we can say that the habit is decreasing 
and not if in one year alone there has been a decrease. 



S .—Taking the past five years what is your opinion P. 

.—My opinion is that the statement that the hahit is diminishing is not 
correct. 

Q ,—bertain classes of people who never used jewels before now nse them 
increasingly ? 

A .—Every class is now using more jewellery. 


A .—That is a habit of the people which is regrettable. 

Q. —But seeing that education has spread so much in that village, how is 
it that the hahit of using jewels is. on the increase? 

A. —T do not know whether education does enough to prevent money being 
invested in jewellery. Unless the ladies nre educated things will continue 
to be Os they are. 

J ,—la it not the men who supply jewels to the women? 

,—For the simple asking the men will provide the women with jewel¬ 
lery. 

Q .—Are they so henpecked I Why do women care so much for jewellery P 

A. —That is the only kind of property which a woman can hold as exclu¬ 
sively her own. That is the Hindu Law on the subject. If the law is changed 
1 do not think that this habit will continue. In the past money was being 
invested in gold, bqt now it is invested in diamonds and there is more of 
depreeiation than before. 

The Chairman: Generally diamonds appreciate, do they notP 
A. —Now and then they may appreciate in value and the depreciation 
also takes place. It is always fluctuating. 

Mr. Oopala Men on: What are the different kinds of money-lenders in 
your district? 

A.—We know ouly the indigenous bankers. 

Q.— For financing the villagers? 

A.—There are two kinds of bankers, the indigenous bankers doing business 
on a large scale and the small banks which are simply money-lenderB. The 
big bankers accommodate the small hankers and also the general public. 
They take hundis and also remit money from one place to another. 

V-—Are there not also joint--‘■jclt ~anks in the district such as the Nadnr 
Bank? 

A.—Yes. There is the South Indian Bank and one or two other hanks. 
0 .—And then there is the Imperial Bank ? 

A.—Yes. There is not much difference between the indigenous bankers 
nnd the joint-stock banks. 

Q. —Why? 

A.—They do the business on the same lines. 

Q .—But is there not a difference in the constitution of the twoP 

A.—Of course there is that difference. Again, there are the balance sheet 
and other things which the indigenous bankers do not issue. 

Q. —Tr not the Nadar Bank registered under the Indian Companies Act? 

Q .—But the indigenous bankers are not registered so? 

A. —They are not. 

Q .—You say that the money of the villages flows into the adjacent towns. 
Hew do you justify that statement? 

A. —Recently there have been some failures and the poor people in the 
villages have been affected. 

Q .—Which banks have failed? 

A.—The indigenous banks. . 

Whq are they? Are they Multanis, Marwaris or other professional 
money-lenders? 

A. —Some of them are profeseional money-lenders. 
fcrS? is they are the money-lenders in the Village? 
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2 . —Therefore much credit is displaoed on that account P 
.—I do not know the effect of it except that loss has been incurred by 
tin people in the Tillages. 

J .—Do the villagers make any deposits with these money-lenders? 

.—Yes. 

O.—What is the rate of interest they are giving on these deposits? 

A.—The banks are generally giving at the rate of 6 per cent. 

Q .—You soy that some of these indigenous bankers failed and the rate 
on these deposits went low. What is the rate to which it went downP 
A .—To 10 annas. 


J .—That is the leading rateP 
.—Yes. 

O.—What I want to know is this. You say that the villagers sustained 
hardship on account of the money-lenders. What T want to know is whether 
the people in the locality had deposited any money with them? 

A .—They had deposited the money and they had lent to the banks also. 

Q .—Whet rate of interest do these money-lenders allow to, the deposi¬ 
tors? 

A.—6 to 71 per cent. 

Q .—Do you think that the financial affairs of the indigenous banks are 
not such as to create confidence in the mindB of the public P 
A. —Yes. 


Q .—Have you any suggestions to make with regard to the creation of 
confidence ill the minds of the people towards these indigenous hankers? 

A .—That can he done only by forming joint-stock banks. Some years 
back I found the’ moneys being drained away to the towns and I wrote to 
tiie Agent, Madras Bank, at Tutioorin, to form a small board of financiers, 
one in each firka. I suggested that four or five of us would give security 
of land for an advance of Hs. 35,000 provided they did not demand the 
repayment of the principal amount and allow us to be dealing with that 
money in the villages. I thought that with the Rs. 25,000 we could have a 
volume of business extending even to Rs. 2 lakhs in the village parts. 

f .—That will be the case when yon bring a joint-stock bank into existence P 
.—Yes. 


Q .—By starting a number of hanks do you think you can wipe out tlio 
influence of the indigenous hanks? 

A.—Yes. 


Q .—Even then there will still lie the indigenous bankers existing in the 
country P 

A.—Yea. 

Q .—When such is the case, do you not think that you should create somo 
confidence in the depositing public towards those hankers P 

A.—If they would allow their balance sheet to be prepared every year 
and their accounts audited, they will inspire confidence in the minds of the 
people. 

Q .—Their publication of statements periodically will do much good in 
that direction. Do you think soP 

A.—Yes. 

Q -—In your opinion should that be applied to individual bankers as well 
as to a firm of bankers? 

A.—Yea. 

Q.—Do you think that the indigenous bankers will agree to that sort of 

affairs P 

A,—My own impression is that they would not agree. 

Q .—What is the security now for the depositing public P 

A.—As it is there is no security at all. 

J .—Can you allow such a state of things to go on? 

.—It is not left lo us I think to intertere with their dealings. I think 
it will be more beneficial to the public if they allow their accounts to bo 
audited. 

O ,—Do you think that the Government can intervene in such an affair P 
A.—In such conditions it is the Government that should intervene. 



Ur. Thomas: Do you put the blame upon Government? 

A, —<Tbey should have taken care to give to proper persons. 

The Chairman: They mean who? 

A.- jJ Ae directors if not their agents should represent. 

O.—No Government servant has anything to do with the cx-oflicio mem- 
bera ? 

A.—When an attempt has been made in a particular place l think the 
first function of the co-operative officer of the district is to go about those 
parts and from enquiry they must find out from influential and non-influ- 
enfial persons the best sort of materials he could have from them. 

Mr. Gopala Menon: If that be the case, how are you to remove tbs 
present agricultural indebtedness? 

A. —They will have to find ways and means. 

Q .—Only by 'co-operative help? 

A. —Yes. By getting money at a cheaper rate of interest anything can 
lie redeemed. I have suggested in my memorandum the formation of small 
banks in village parts aim the formation of land banks for the whole of the 
taluk. 

Q. —You suggested that Government should help the land bank with a 
lakh of rupees at 5 per cent. Do you know the steps that the Government has 
taken with regard to the Land Mortgage Bank? 

A. —I wrote this before the Land Mortgage Bank was started. 

Q .—Do you not think that the Central Land Mortgage Bank would be 
able to do work which you have in view? 

A. —You will have to accept aid from the Government now and then. 

Q .—You know the Government has guaranteed interest 6 per cent on 
debentures? We are going to raise in the next five years debentures to the 
extent of fifty lakhs. 

A. —Whatever may be the auiougt you expect the Government to guaran¬ 
tee payment of interest if the land represents a share capital of the com¬ 
pany. Then no Government need guarantee. 

Q .—That is like banking syndicates in other countries. There land banks 
are run by people themselves? 

.4.—I think this will not require guarantee from Government. People 
will have immense confidence. 

The Chairman: Provided somebody contributed to it? 

A. —There are people who will do it. 

Mr. Thomas: Why not some one start a bank? 

A. —To start a bank some money is required. We can register the bank 
but we have to start it with some capital. If Government gives one lakh of 
rupees to the bank which has a capital of ten lakhs that can be discharged 
very soon and the bank can stand on its own legs without further help from 
Government. 

Q .—Have you had any experience about Takavi loans in the Presidency? 

A.—No. 

Q .—You have got a scheme well organised in the system. Government 
advance loans for improvement of lands? 

A.—I do not know why it is not popular. 

, Q- —I* there a tendency on the part of the present proprietors to lease 
the lands in your taluk? Is there a tendency on the part of the ryots to sell 
out their land and to become cultivators for rentP 

, A.—They are becoming greater. The number of pattadars are increasing 

in every village. 

Q -—Bo that some people who formerly did not own any land were own¬ 
ing it. Formerly they were the agricultural labourers? 

A.—Yes. 

0 .—Are there any peasant landlords in the villages? 

A.—There are. 
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Q .—Who are they? 

A.—Officials, merchants and professional men. 

O.—Is it a tendency of men in the town to buy land in the villages? 

A,—Not in tlie village. Professional men are buying land in villages. 

Q .—Is there mu A of transfer of land from the cultivator to the profes¬ 
sional men and to the upper classes? 

A.—It is not so very patent in several of the villages. There may he 
cases of transfer but it is not so large to tie noted. 

O .—In the villages is there much of land sales in the district? 

A.—Yes. They were purchased by the same villagers and not by the 
money-lenders. There is a distinct class of money-lenders and every land¬ 
lord will have some money. He lends it out to the other landlords whenever 
any land is for sale. Such landlords have no disinclination for the land 
whereas professional money-lenders do not like to have lands. 

Q .—Do you know of any case designed by the smaller landlords giving 
on more favourable terms and circumventing them? 

A.—T do not know whether anything is done with designs at all. When 
the land is oifeted for sale he may try to purchase for the amount he has 
advanced. 

Q ,—Is there a tendency for lands to get more consolidated by the better 
off ryots or proprietors? 

A.—Yes. 


p.—Is there much of fragmentation and subdivision? 

A. —Yes. Tt is only about 15 por cent per acre. 

0.—During the period which you have lieen observing have yon seen 
much of fragmentation? 

A.—Yes. 

0.—Has it reached the last stage? Does it require some inference? 

A. —There is one economic question raised. Fragmentation does not 
affect the condition of the people in the village. The tenant is capable of 
lultivnting two acres. 

P-—The tenant is there to cultivate acres in case the, tenant cultivates 
only small holdings? 

A.—Yes. 


p.—Have you ever thought of putting a scheme before the Government 
in regard to the well irrigation system P 

A.—I put it in the year 1914 before the Agricultural Conference that 
was held m Madras when f was invited. 

Mr. Thomas: How is it that the landlords are not taking takavi loans?* 
A.—They find money here. * There is ample money in the country. That 
is why they are not going to liorrow money. 

Q .—You are aware that the Government terms are very reasonable and 
even then people do not take takavi loans? 

A.—Yes. 


p.—What about the wells? You say that by means of a dozen wells the 
system can be improved? 

A .—There is great scope tor extending the well irrigation. 

The Chairman : Can the whole, district lie irrigated under the well irri¬ 
gation system? 

A.—This stands as the third in the Presidency. There is one peculiarity 
in this district. Tn a period of thirty years there are only six years whcii 
water scarcity is felt. There is rainfall here in almost all tile months. 
The surface spring is good. 

p.—But it does not mean that we might get sufficient supply of water 
for litigation? 

A.r-You find wells with such good springs. 


(The witness then withdrew,) 



Mr, Go pa to Menon : Suppose we attract money to those indigenous 
bonkers. Do you think it will be at the ex pen ho of tlie other mortgage 
bankwP > • • 1 1 

A. —The indigenous bankers are lending only to merchants, industrial 
people and the agriculturists, l'he agriculturists cannot pay such a high 
rate of interest as the other two classes are willing to pay. 

0 .—But they are paying 12 per cent? 

2.—Whether they can afford to pay is quite different from whether they 
are paying. In a competition between these two people the indigenous 
bankers will favour more the industrial class and the merchants than they 
wilt'the agriculturists. 

Q .—So your fear is whether by helping the indigenous bankers there will 
be more money in the country for financing the agricultural and other 
requirements connected with them? 

A'. —Yes. 

Q. —Are you of the opinion that several people are investing their money 
in lande and houses P 

A.—Yes. 

S .—Is that going on a large scale P 
.—Yes. 

Q .—Do you*think that by that the agricultural loans have been affected? 
A.—It is only when the agriculturist landholder finds it impossible to 
discharge his debt lie- is selling his lands and the money-lenders purchase 
them. 

Q .—When a sale is brought into offset you will always find that the 
buyer’s money is displaced and the seller’s money is released. Would not 
there be the seller’s money always available for some purpose? 

A.—Oh. yes ; money will pass from one hand to another whether it is by 
sale or otherwise. It will always lie available in the hnnds of the person 
to whom it has been given. 

Q .—Are you of opinion that there will be money available for investment 
which has been released in that way? 

A.—Yes. 


Q .—if banks are brought into existence, do you not think that the 
rotation of money will be effected much more quickly than otherwise? 

A.—Yes. 

Q .—So you think that it is necessary for mote bunks in the country in 
places where there are no banks now? 

A.—Yes. 

Q .—Your view is that they must !»e brought under a system of control? 

A.—Yes. If there is a system of control, there will be public confidence 
raised and the public will be prepared to deposit their monies in these banks 
and take money from them ana the bankers will be in u position to lend 
money at a low rate of interest. 

Q .—Do you not think that m the rural parts the indigenous bankers 
will oppose such a state ol things? 

A.—Without any quid pro quo they may object to the system of audit 
being enforced. 

Q .-—When they come to know that they are going to be a link'with the 
central modey market, will they oppose P 

A.—That will be an advantage to them and they may not then object. 

V.—In that way. by making them as a link with the central money 
market, say at Madras, do you not think that they will be amenable to 
these conditions? 

A.—If they know that the accommodation is favourable I think they ought 
to be amenable. 

Q. —What‘are the important commercial products of this district P You 
say that the producers have no facility to sell their products. What sugges¬ 
tion have you to make in that directum P 

Ai—I produce cotton and I am able to sell it in the mill, but I find 
several persons growing cotton like me but selling their produce through 
intermediaries who sell rt to the mills. 

£ i —Are they not getting a fair price? 

.—If therO'-are intermediaries, naturally the price will be a little lees. 
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Q .—Is it your idea that the intermediary should ho wiped off? Is the 
commission they are earning now not a reasonable return for their labourP 

A.—I simply state the fact. 

Q. —■'What is the remedy you have to suggest in the case of those people who 
are unable to sell their products to the mill direct? 

A,—Sugar, mills are employing agents. We go and collect wherefrom 
jaggery is produced. The cotton mills can also employ their agents to go 
and collect on their own behalf hut tliey do not. 

Q ,—Yon want an organized system of marketing? 

A . 1 "Yes. 

Q. —Do you think there is any possibility for marketing conditions in this 
district P 

A. —It is a jaggery and cotton producing district. As regards produce 
I think the co-operative institutes for sales may lie of great use. 

0 .—Is there no great co-operative institute? 

A.—No. 

Q .-—Is there any godown system in existence now? 

At—Only for jaggei-y godown system ; hut cotton is worked under different 
system. 

Q .—In co-operative societies? 

A.—No. 


The Chairman : How far is it from Koilpatti? 

A.—I urn very near the hills. So 1 do not know of the bigger cotton sales 
society there. We grow Cambodia cotton. We sell divoet to the mills. It is 
grown os a source of summer crop. 

Mr. (Jopala Menon : l)o you think that it is necessary to have organized 
marketing conditions to lie brought into existence? 

A.—Yes. 

Q .—In reply to a question put up by the Chairman this morning you told 
that the primary societies loans do not reach the poorer ryots. What do 
you mean by that? 

A.—l am not prepared to tell you all the details. 

—Is it that the primary societies do not give loans freely? 

A.—There it is. 1 have said about it. 

Q .—We want to get at it. We have grout faith in the possibilities of the 
co-operative institutions in the countries. 

A.—Every reasonable man finds it to he so. When put into practical 
experience this is the result. 


V-—You ure a gentleman living in a village and it is the duty of the 
people there to start co-operative institutions and help the poor people ill 
the country. After a lapse of 20 or 25 years if wo hear a statement from 
a responsible gentleman that primary societies do not grant loans freely to 
the ryots it is a thing we have to oxaminc more closely. 

A.- Money is not realised by the society. Now coercive steps arc lining 
taken to realise from persons who havo not received any money. 

Q. —Why? You have got the pHnehnyatdar to sanction loans? 

A.—I do not know. 

y.—Wheu the co-operative movement was started it was accepted by 
Government that men of considerable ability and intelligence would take up 
this movement and work up aud redeem the ryots from the clutches of the 
uiuiioy-londerB. 

A.—People here considered to lie respectable had taken the business. 
Persons who are respectable and considered to be respectable are different. 

0 .—Are not the influential landlords interested in their ryots? 

A.—Yes. Such ryots would not take loans from the co-operative societies. 

Q .—Influential landlords must co-operate in running the societies in the t 
interest of the ryots. 

A.—I am a resident of the Ambosamudram taluk. 

<p,—Do you not think that men of all classes should step in to increase 
the material prosperity of the country? 

A.—I am anxious about it. 



Mr. Thomas : Do you put the blame upon Government? 

JL —They (should have taken care to give to proper persons. 

The Chairman: They mean whop 

A. —The directors it not their agents should represent. 

Q .—No Government servant has anything to do with the ox-offioio mem¬ 
bers? 

A.—When an attempt bos been made in a particular place 1 think the 
first function of the co-operative officer of the district is to go about those 
parts and from enquiry they must find out from influential and non-influ- 
enfial persons the best sort of materials he could have from them. 

Mr. Qo]>ala Menon: If that be tho cose, how are you to remove the 
present agricultural indebtedness ! 1 

A. —They will have to find ways and means. 

Q .—Only by co-operative help P 

A. —Yes. By getting money at a cheaper rate of interest anything oau 
bo redeemed. 1 have suggested in my memorandum the formation of small 
banks in village parts and the formation of land banks for the whole of tho 
taluk. 

Q .—You suggested that Government should help the land bank with a 
lakli of rupees at 6 per cent. Do you know the steps that tho Government has 
taken with regard to the Land Mortgage Bank? 

A. —I wrote this before the Land Mortgage Bank was started. 

Q .—Do you not think that the Central Land Mortgage Bank would be 
able to do work which you have in view? 

A. —You will have to accept aid from the Government now and then. 

Q. —You know the Government has guaranteed interest C per cent on 
debenturesP We are going to raise in the next five years debentures to the 
extent of fifty lakhs. 

A.—Whatever may be the niiioujjt you expect the Government to guaran¬ 
tee payment of interest if the land represents a share capital of the com¬ 
pany. Then no Government need guarantee. 

0-—That is like banking syndicates in other countries. There land banks 
are run by people themselves? 

A.—I think this will not require guarantee from Government. People 
will have immense confidence. 

The Chairman: Provided somebody contributed to it P 

A.—There are people who will do it. 


Mr. Thomas: Why not some one start a bank P 

A. —To start a bank some money is required. We can register the l.nnfc 
but we have to start it with some capital. If Government gives one l<drh 0 f 
rupees to the bank which has a capital of ten lakhs that can be di«h . M - g J 
very soon and the bank can stand on its own legs without further help from 
(Government. 


[ —No™ y ° U liad Rny ex P eiience al *>ut Takavi loans in the Presidency? 

. y* You have got a scheme well organised in the system. Government 
advance Joans for improvement of lands? 

A .—I do not know why it is not popular. 

' ( 1 ,-^LTa? a i t ?“ 1 d f nc 7 °? the P art of the present proprietors to lease 
the lands in your taluk P Is there a tendency on the part of the ryots to sell 
ou * tiwwknd and to become cultivators for rentP y 10 

in everyviflage. becominB greater ' ^ number of pattadars are increasing 

**•* ««S? People who formerly did not own any land were own- 
mg it. Formerly they were the agricultural labourers ? 
a. —Ye*. 


.—Are there any peasant landlords in the villagesf 

.—There are. 
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Q .—Who are theyP 

A.—Officials, merchants and professional men. 

Q .—is it a tendency of men in the town to buy land in the villagesP 

A .—Not in the village. Professional men are buying land in villages. 

Q ,—Ts there much of transfer of land from the cultivator to the profes¬ 
sional men and to the upper classes? 

A .—It is not so very patent in several of the villages. There may be 
cases of transfer but it is not so large to be noted. 

Q .—In the villages is there much of land sales in the districtP 

A.—Yes. They were purchased by the same villagers and not by the 
money-lenders. There is a distinct class of money-lenders and every land¬ 
lord will have some money. He lends it out to the other landlords whenever 
any land is for sole. Such landlords have no disinclination for the land 
whereas professional money-lenders do not like to have lands. 

Q .—Do you know of any case designed by the smaller landlords giving 
on more favourable terms and circumventing themP 

A .—I do not know' whether anything is done with designs at all. When 
the land is offeied for sale he may try to purchase for the amount he has 
advanced. 

Q .—Is there a tendency for lands to got more consolidated by the better 
off ryots or proprietors? 

A.—Yes. 


Q .—Is there much of fragmentation and subdivision? 

.4.—Yes. It is only about 15 per cent per acre. 

O .—During the period which you have heen observing have you seen 
much of fragmentation? 

A. —Yes. 


Q .—Has it reached the last stage? Does it require some inference? 

A .—There is one economic question raised. Fragmentation does not 
affect the condition of the people in the village. The tenant is capable of 
cultivating two acres. 

Q .—The tenant is there to cultivate acres in case the. tenant cultivates 
only small holdings? 

A. —Yes. 


Q .—Have you ever thought of putting a scheme before the Government 
in regard to the well irrigation system? 

A .—I put it in the year 1914 before the Agricultural Conference that 
was held in Madras when, I was invited. 

Mr. Thomas: How is it that the landlords ore not taking taknvi loansP* 

A .—They find money here. There is ample money in the country. That 
is why they are not going to borrow money. 

<?.—You are aware that the Government terms are very reasonable and 
even then people do not take takavi loans P 

.4.—Yes. 

Q .—What about the wells? You say that by moans of a dozen wells the 
system can be improved? 

A.—There is great scope for extending the well irrigation. 

The. Chairman : Can the whole distriet lie irrigated under the well irri¬ 
gation system? 

A.—This stands as the third in the Presidency. There is one peculiarity 
in this district. In a period of thirty years there are only six years whcii 
water scarcity is felt. There is rainfall here in almost all tlie months. 
The surface spring is good. 

Q- —But it does not mean that wo might get sufficient supply of water 
for u i igation ? 

A.t-You find wells with such good springs. 


(The witness then withdrew,) 
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Monday, 3rd February 1930. 
TUTICOBIN. 

Pivrsrnt: 

Mr. H. M. Hoou, I.C.B. (Chairman). 

Mr. P. J. Thomas, m.a., b.mtt., i*h.i». 

Mr. C. Goi>aia Mr von, M.1..0. 

Khan Bahadur V. Hamrko Sct.tan Makic.ur Sahib Bahadur. 


J. I,. ROCHE VICTORIA, Eaq., Hx-Munioipal Chairman, 
Manager, Scindia Navigation k Co., Tuifoorln. 


The Chairman: You are a merchant here? 

A.—Yes. 

J .—What kind of business are you doing? 

.—We are steamer agents. 1 am the managing partner of K. X. Pereira 
»t: Sons doing export and import business also. 

Q .—On what basis? On commission basisP 
A.—Yes. 


J .—You export chiefly cotton goods? 

.—No, we export skins, senna leaves and palmyra fibre to America and 
Europe. 

Q .—Imports chiefly? 

A.—We import manufactured articles from Europe. Wo work on indent 
basis. 


Chairman: And the goods pass through von? 

. A.—Yes. 

Q .—And they are .shipped to some consignee in Madura ? 
A.—In Madura and Tinneveliy. 

O.—You clear the goods? 

A.—We are the cleaving agents also. 

0 .—You get the documents? 

A „—Yes. 


Q .—The documents come to yon and the goods are handed over on 
payment? 

A.—Yes, only after payment we hand over the documents or deliver the 
goods. 

Q .—la all this business done on payment only? 

A. —In some cases we deliver the documents or the goods without pay¬ 
ment, but that is only rarely. 

Q .—You clear the goods and forward it to Madura? 

A.—Yes. 


-And the payment is made through you before the goods leave yonr 


A .—Sometimes they clear the documents from the bank and hand it 
to ns. 


J .—How do they send money from Madura? 

.—They deposit it in the Imperial Bank and ask them to transfer 
the amount to our account in Tntioorin, Sometimes they send us a hand! 
drawn on some merchant here. 
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Q.—W bat is the ordinary form of hundi here? 

A—It j 8 an order by the Madura man on the agent in Tuticorin asking 
him to pay a certain sum of money to us. 

o._Is that done by the joint-stock banks or by the ChettisP 

A .—By the Chettis. 

Q .—Is it general that Chettis do that business P 
2 .—Yes. , 


,—What sort of hundis, sight? 
.—Mostly sight. 


t 


i 

Q.—Have you much to do with these nadappu hundis? Generally the 
hundis do not bear interest? 

A. —No, they do not bear interest. 

Q .—Have you come across hundis drawn with interest? 

A .—1 know of hundis drawn with interest. But generally when you 
take out a hundi, the interest is paid then and there and nothing is 
collected at this end unlesH it be that it lias not been met on the due date 
and then interest is collected, 

O.—They do not draw hundis payable after 30 days? 

A .—Most of the hundis are sight hundis. Instead of Bending us cash 
they send us hundis, that is all. 

S .—Have you any difficulties with any of the banks here? 

.—Personally we had not hod anv difficulty except that they are very 
slow to grant facilities ; it requires some influence, interviews with the 
agent and all that before we are given facilities. 

O .—Are there not several hanks here? 

.4.—There are only two, the Imperial Bank and the National Bank of 
India. There are two other hanks, the South Indian and the Nadar Bank. 

'.—You do business mostly with the Imperial Bank? 

I.—Yes. 

Q .—Why ? 

A.—Wo find it very convenient especially as we hare branches in Madura, 

S uilon and Trivandrum where there aro also branches of the Imperial 
ank. We find it very convenient to transfer funds. 

Q .—Do they give you better terms than the other hanks? 

. A.—They are the only people with whom we are doing business so far 
and we have not compared their terms with the terms of the other banks. 

Q ,—You have been a longtime in Tuticorin? 

A .—I am always here. 

Q .—Do you know the chit funds? 

A. —Yes, I know of some. 

J .—You know Ihe way they workP 

1.—I know the ordinary chit that is drawn once in a month. Every¬ 
body contributes to it and gets the lump sum when he bids for it. 

Q .—You have got anything to do with them? 

A.—I have something to do with them. 

Q .—Do you regard it as a sound form of business P 

A.—To certain people it is the only form of investment. There the man 
comes to you every month and collects the amount and when you get the 
amount he comes to you a'nd pays you the amount at your very door. 

Q .—What about the Post Office Savings Bank? 

A. —Some people make use of it. It is not everybody who goes to the 
Post Office Savings Bank. 

, Q : —Can you suggest any reason for thatP If it is a matter of saving 
will it not be a sounder one than the chit system? 

A.—I think it will be a sounder system. But persons, especially women- 
.folk, prefer to go in for these chits. They do not like to go to the 
office nor do they like to send anyone else. 

J .—Are there many swindles? 

.—I have not heard of any serious swindle in Tuticorin. 
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chit 


,—Which is the most common form, the auction chit or the prise* 


t 


A.—It is the auction chit. 

Q .—It comes to this, correct me if I am wrong, the man who joins the 
•hit fund is the man with very little credit ana' who cannot raise the 
amount in any other way. 

A—Yes. 

J f.—And every person participating in the chit is more or less persuaded 
o itP 

A. —Yes, that is exactly the thing that happens. 

You know the nidhisP 
,—I do not know of them. 

Mr. Gopaia Menon: You export local produceP 
A. —Yes. 

Q. —And do agency business alsoP 
A.—Yes. 

Q .—Do you do this business with the same agent abroadP 

A.—Not necessarily with the same man, but in some cases it is so. 

Q. —You export it to the agent and also send him your indents which 
he executes for youP 
A.—In certain cases. 

?.—Are the two financial transactions kept separateP 
1 1 —I do not think so ; if there is any balance due to us he sends us 
the amount or if we have to remit to him we send a draft. Anyhow there 
is a current account between us. 

Q .—Do you think that by doing business in that way you make any 
extra profitP 

A.—We save the expense of transmitting the money. 

1 .—In the matter of remittance charges P 
-Yes. 

-Do you save anything in exchange? 

—Yes, sometimes. 

Q .—Bo by doing export and import business the merchant here can make 
profit better than otherwise? 

A .—Yes. 

.—Are there many people doing that class of business hereP 
.—Not many of them. Mostly they are interested in exports or imports 

only. 

Q. —Bo this case of combining the two business in one are only rare? 

4 —Yes. 

Q .—Do you not think that there are houses in London and Hamburg 
which are interested in the export and import of Indian produce? 

A.—Yes, there are merchants especially in Hamburg who are interested 
in both. 

Q. —Do you not think that development of business in that way is much 
more usefnl not only to the man who does it, but also to the country which 
exports the produce? 

A.—Yes. 

i.—What facilities would you require for carrying on such husinessP 
L.—I do not require any. 

Q .—How do these foreign importers raise credits? Is it through the 
Imperial Bank or through the exchange banks P 
A.—Only through the exchange banks. 

-Do you know whether the Imperial Bank handles such business P 
I.—No. 

It is confined to the exchange banka? 

A." Yes. 

—Do you think that any extra facilities should be given to the peonle 
is conntrv for developing that class of business P 
A.—Facilities should be given for raising credits in foreign countries for 
the importation of goods. 
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Q.-n o you think that you want the help of a bank when exporting 

Not always, we generally do not requii-e the help of the hank. 

Q '—Are there not cases in which such exports are financed on the other 

A,—Yes, letters of credit are issued on the strength of which the exporter 
draws the bill of exchange. 


Q _—Do you know of any instance in which the exporter in the absence 
of a letter of credit obtains the finance from an exchange bank up to a 
certain proportion ot the value of the exports? 

A.—After the goods have been actually exported we naturally draw on 
them for a percentage of the value of the goods on the strength of the docu¬ 
ments. 


Q .—Suppose the price on that consignment immediately drops down. 
Then the bank will have to collect from you the amount? 

A .—That is true ; bf course wo givo them a letter at the time of dis¬ 
counting that if the bilb is not accepted or paid we will pay them the 
difference. 


Q .—Do you know of any instances in Tuticorin where such foreign bills 
have not been paid? 

A .—I know of cases where they have not paid. 

Q .—The exchange banks after they take your consignment advance you 
a certain percentage of the value of the goods? 

A. —Yes, provided we ship against order, but not on pure consignments. 

Q ,—Tn tho case of firm business are not letters of credit raised on the 
other side? 

A .—Not necessarily. Even if it is a regular case of order, they only 
authorise us to draw on them through a bank. , 

Q .—There is no arrangement made by the foreign importing firm to make 
an advance to you on the security of the shipping documents? 

.4.—No. 


Q .—If you only say to the bank that you are shipping the goods against 
a pueca order then only the exchange banks advance money to you, I 
presume ? 

A, —Yes. 

Q .—In the case oi your indent business I wish to know the usance under 
which those bills are drawn? 

A.—Thirty days' sight. 

Q .—Do you give the documents to them or do the foreign exporting houses 
draw D.P. bills against them direct? 

A.—They draw directly. , 

Q .—Do you give your documents to your indentor immediately on arrival 
of tne steamer P 

A.—Generally they pay the amount and take delivery of the documents, 
in some cases without receiving the amount we deliver the goods or the 
documents. 


—Do you take a pro-note from them or debit their acoountP 
..—We debit the account; that is all. 

!.—Do they meet the bill regularly? 

..—They meet the drafts in time. 

!.■—In such cases long credit is not required? 
l.—N o. 


Q .—Are there cases in which you had to wait a long time in order to 
four money? 

.—The maximum is one mouth. 


Q -—That delay has in no way inconvenienced your financial transactions? 

A.—It has not inconvenienced us because the amounts are very small. 
At the same time we make them understand that such things should not be 
repeated. 

Q .—Suppose you are having a big turnover, you give them the goods on 
aooount. Then you will have to wait for a long time before you get the 
amount? 

A.—Certainly I will have to wait. 
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Q .—In such cases is it not better that you take a hundi or a.bill from 
them and discount such bill with a bank and with that money meet your 
dues? 

A.-*-Yes, it will be a good thing. It will facilitate the person who stands 
guarantee or who has met the draft on the due date at the tank to find money 
immediately. 

J .—These bills are only negotiated through the exchange banks P 
.—Yes. 

Q, —Hare you known any case in which such business is done by the 
Imperial Bank ? 

A. —No. 


9 .—Have you had any occasion to note drafts on account of the pally 
haring not paid tho amount on the duo date? 

A .—We had no occasion. 

Q .—Do you know of any cases in which such unpaid bills have been 
noted P , 

A .—If the bill is not paid on the due date then we are asked to pay the 
amount and we pay the amount to the bank. 


Q. —Suppose the party fails to pay the amount of the foreign bill of 
exchange on the due date, which that party has accepted. What action 
do you take on such bills? 

A .—We give them only a notice to say that their bills have not been 
paid. 

S .—Have you had any such cases? 

.—Only a very few. 

Q .—In order to legalize it it is necessary to note the hill and have it 
protested by a notary public? 

A. —I do not know of it. 

Q .—What I want .to know is whether you had to go to court for non¬ 
payment of such drafts? 

A. —We had no occasion to go to courts. 

Q .—The bill should be legally noted? 

A.—Perhaps it is done by the bank. 

Q. —In the absence of the agent, the bank will do it. If there is the 
agent, what is the procedure? 

A.—I do not know. All we used to do was to meet the bill and then ask 
that merchant to pay the amount to us. 

Q. —Do your customers pay cash to you or issue cheques for the payments 
which they have to make? 

A. —They pay cash mostly, not cheques. 


Q .—Is it because they are small retail dealers? 

A.—Generally our man at Madura goes and collects the amount from 
them and they pay him cash from their safes. These amounts he deposits 
in the bank there to our credit. 


Q.—So the cheque habit has not grown to that extent? 

A.—No. 

a 

0-—You said many people are not in the habit of putting their money in 
the savings banks. What is it due to? Is it because of tho difficulty of 
going to the post office? 

A.—Yes, especially among the womenfolk. 

0 .—Apart from that what about the labourers and the workmen hero? 

A.—I do not think they sufficiently know the benefit^ of a savings bank 
account. 


^ —Hare you got any proposals to make regarding the encouragement 
post office savings bank Bystem? 

A.—-I think it should be encouraged, but I have no definite proposals. 

Q .—Do you think that if the form on which it is drawn is mode nego¬ 
tiable it will help the opening of more savings bank aceounts? 

.A.—Some such thing should be done in order to moke the drawing of tho 
amount as easy as possible. 
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Q.—The smell labourers and the other middle-class people ere not in the 
habit of putting money in the savings bank? 

4.— No. whatever amount they get, they try to clear away their old 
debts with it and they have little left to put in the savings bank. 

Mr. Thomas: Tou are a partner of Messrs. F. X. Pereira & Sons? 

4.—Tes. 

O .—Does your firm borrow money at all? 

A .—Occasionally we do. 

O .—From whom? 

4.—From the Imperial Bank in Colombo. 

0 .—Do you borrow from the Nattukoltai Chettis? 

4.—Not in Tutieorin. 


'.—Nor from the Marwaris? 
.—No. 


Q .—In your transactions with the Imperial Bank do you find any diffi¬ 
culty in dealing with it? 

4.—In Tutieorin so far wo hod no difficulty. 

It .—You have a certain amount of credit allowed you? 

4.—Yes. 

Q .—You were the chairman of the municipality? 

A.— Yes. 

Q .—In that capacity had you any occasion to learn of any difficulty 
experienced by businessmen in this town ? 

A .— So far as 2 know, merchants find some dif&culty with regard to taking 
loans from the Imperial Bank. 


Q .—What kind of difficulties are they? 

4.—The Imperial Bank wants moro than one signature and they find it 
rather difficult to get another to sign as guarantee for the credit. 

Q .—But most joint-stock bankers insist on that? 

4.—Yes, all do it, it is not a peculiar feature of the Imperial Bank. 

The Chairman: I suppose, it is not the peculiar vice of the Imperial 
Bank? 

4.—No. With regard to their loans also, they are trying to restrict the 
amount. They only give 50 per tent of the loans applied for. 

Mr. Thomas: Apart from that, are there any difficulties in transacting 
loans ? 

4.—I do not’ think in these days there is any difficulty in transacting 
loans. It was only in former days that people found it difficult to approach 
their agents, but now every man is free to go and see the officers and trans¬ 
act matters. 

Q. —Have you any idea about the dealings of Nattukottai Chettis? 

4.—I have no idea. 


0 .—What is the nature of your business here? 

4.—We are agents for Scindiu Steam Navigation Company. 

Q .—Do you carry on any trade in Trivandrum? 

4.—We occasionally trade in Trivandrum. 

ty .—Have you had any occasion to learn the difficulties of the fishermen in 
Tnticorin? 

4.—Most of the hard-earned money of the fishermen is now taken away 
by the middlemen who lend out money to these people at exorbitant rates 
of interest. They are not able to save anything and what little money they 
could save is not even enough to meet expenses connected with marriages 
and for rainy days. I would therefore suggest that a co-operative society 
specially intended for the fisherfolk to lend them at cheap rates of interest 
may be started. 

The Chairman: Do not you think that it is rather a precarious business? 
They are a sort of people who cannot co-operate in any undertaking and 
you most make them co-operate, if you are to start a society for them. What 
assets have they to offer for the loan? 

4.—They have got only their daily catches. 
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Q ,—What security is there that they will catch and give it to the 
co-operative society? Have they got any boats and nets or anything to give 

** A^It^is only for buying the nets and repairing their boats that they 
want credit The only security that they can give, is to sell whatever 
amount of fish they could get daily to the society. 

O,—Why are they indebted? . . 

_F or daily catches they go to the middleman to whom they hand over 

- whatever is caught for their daily maintenance. Whenever there is an 
extraordinary occasion like marriages or anything like that, they go to the 
middleman and get money from him. Those debts accumulate and they are 
not able to square them up by their daily catches. The interest increases day 
by day and ultimately they find it impossible to repay it all. 

Q. —What for should the co-operative society lend them money? 

A.—Just to clear their debts. 

O —But they cannot repay? 

A.—The society should take that responsibility, and sec that tho debt is 
repaid somehow. 

Q .—Can they run those societies? 

A 4 —If it is merely for fishing, it is rather difficult. They must be 
encouraged in other industry also, e.g., spinning. 

).—But a fisherman cannot fish and spin at the same time? 

1 .—During the off-season, he can do. 

Q. —I doubt it they could make efficient spinners? Can they not make 
nets during the off-seaoon? Do not you think that spinning is not a profit¬ 
able business after all? 

A. —It may be, but there is not any other substitute for it. 

Q .—Can they repay, will they repay, and who is going to run the society 
for them? What guarantee is there that they will run the society success¬ 
fully P 

A .—I know that there are various difficulties, but it must be our duty to 
find out some solution for the problem. 

Mr. Thomas: Are there not any Christian Missions who undertake this 
ifork nowP 

A. —In some places they have attempted and I do not know whether they 
have actually succeeded much. 

0. —Where do these fisheriojk live? 

A.—They have got their own quarters in the town itself. 

Q .—For those who are in the town, they would probably have no difficul¬ 
ties for nets, etc. But what about those who are in the interior? 

—Are they accessible? 

..—They are all in some sandy tracts near the sea shore. 

-Does anybody lend them money now? 

1 .—Those who are willing to lend them are doing that to get as much 
out of them as possible. 

. -Who are the people that lend, generally? * 

.—They belong to their own community. 

0 .—On what terms do they lend? 

A.—They lend money and charge 3 pies for every one rupee lent, per 


day 


2 


■—What is the maximum that they can lend? 

.—Ka, 60 to Bs. 60 at the most. 

'•—g° the creditors insist on their fishes being handed over to them? 
►"-—see. 


X .—Does any one check that trade? 

.—Nobody. 

merchant who sells it make money by way of commission as wall 
as difference in price, is it not so? wma 

A. —Yea. 
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Q ,—You referred to the rates of interest charged by creditors as being 
very high, i.e., 3 pies per day per rupee. Has thiB matter been gone into 
by the Co-operative Department? 

A.—I do not Know anything about that. T placed that matter also before 
the Fisheries Committee. My complaint was that the Fisheries Department 
is not doing as much for the fisherlolk as they must do. They did not come 
to Tuticorin, bnt I went to Madras and gave evidence before that committee. 

Q .—Who owns the boats used by fishermen? 

A. —In some cases, the fishermen themselves own it. But in majority 
of cases, these middlemen own the boat. 

Q .—Are there any chits going on among the fisherfolk? 

A.—Many of them have not got any. But some of them run some ordi¬ 
nary monthly chits. 

Q .—Do they work Successfully? 

A. —In some cases they do work successfully, where there is 1 witter organi¬ 
sation. But that is the only way for saving, if any. 

Q. —What do you consider are the difficulties in regard to chits? 

A. —The chit organisers must go and collect the amount from every fisher¬ 
man and unless they press for it. the chit cannot be run successfully. The 
fishermen are quite disorganised and addicted to drinking. Saving is there¬ 
fore a difficult matter for them. Therefore, the collection of subscription 
from every fisherman seems to me to be a difficulty which stands in the way 
of chits working successfully. 

Q .—Is it not an incentive to saving? 

A.—Yes. 

Q. —Don’t you think that there must be some check or other exercised on 
chits so that they may not lead to swindling? 

A.—Yes. 

The witneua presented the folio-wing Memorandum after his 
examination was over. 

I.—Credit facilities for email industries. • 

0. (a) Small industries — Fisheries. —Most of the hard-earned money of 
the fishermen is now taken away by the middlemen who lend out money to 
these people at exhorbitant rate 1 of interest. What little money is saved by 
.these people is not even,enough for rainy days and expenses on occasions 
like wedding, etc. They are therefore unable to square up completely their 
debts, which are sometimes handed down from father to son. T would there¬ 
fore propose that a co-operative society specially intended for the fisherfolk 
in Tuticorin and surrounding villages be started in Tuticorin to lend money 
to them at cheap rate of interest for buying net threads, etc. The fishing 
trawler which was introduced by the Government may be useful for fishing 
in deep sea, in places inaccessible to fishermen, but if it were to work in a 
place like Tuticorin it will surely affect £he fishermen’s living. What is 
required is expert advico in improving existing methods of fishing by the 
use of nets and other appliances. During the slack season, the fishermen 
usually spend their time in repairing the nets and other implements. During 
this time hand spinning and weaving could be encouraged among them with 
a view to increase their income. 

Housing conditions of fishermen also needs financial help on co-operative 
lines. 

II.—Indigenous banking. 

Indigenous banks require all the encouragements the Government can give, 
as it is through them the investing habit of the people can be built up Mid • 
the much needed funds can be found to finance internal trade. Indigenous 
banks will help tooreate confidence in the people and prevent the hoarding 
habit. The Imperial Banks should not unduly interfere with the indigenous 
banks ; on the other hand they should render all possible help to these banks. 
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There most however be a healthy competition among the banks so _ that mer¬ 
chants map be benefited in getting funds at reasonable rates of interest. 
Instead of opening many branches, the Imperial Bank would be well advised 
to work in conjunction with firms doing local banking business. 

As far as I know Foreign Exchange Banks are doing very little to help 
the trade of Indian Concerns. It would be better if these banks were made 
more useful to the country and they should work on lines clearly defined for 
them. 


III.—Invttiment habit and attraction of capital . 

Investment habit is slowly growing among the people. The people cannot 
be blamed if they are slow at it, ns years of unsettled state of affairs in the 
country, illiteracy among the masses and want of proper facilities for invest¬ 
ment are responsible for want of confidence exhibited by them. Investment 
habit can be further encouraged by 

(1) providing secured facilities in the indigenous system of banking ; 

and 

(2) encouraging insurance habit. In this connection the indigenous 
insurance companies are only ones which will confer lasting benefit to the—- 
people and it is through such companies the people must be advised to provide 
for their future. 


The abolition of stamps on cheques has certainly encouraged the cheque 
UBing habit, but cheques are still mostly used by the monied class. Other 
encouragements in this direction can he given bv 

(1) the more expensive use of vernaculars in signatures and form of the 
chequos; 

(2) making business hours in hanks more elastic ; 

(3) banks adopting a liberal attitude on the method of using cheques 
instead of making a fuss over insignificant defects in the endorsements ; and 

(4) the banks giving interest on current accounts on minimum balances 
and better rate of interest for fixed deposits on short periods. 


In making the banking habits popular I consider propaganda work quite 
necessary. 

, (The witness then withdrew.) 


The Committee adjourned to meet at 11 n.m. on Wednesday, the 6th 
February 1930 at Coimbatore. 
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Fbiiisi: 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., ph.d. 

Mr. C. G op aim Msnon, M.1..0. 

Mr. M. A. Mothiah CAettiyab, b.a. 

Khan Bahadur Hamekd Sultan Mabicaib Sahib Bahadur. 


M.R.Ry. Bao Bahadur T. A. RAM AUNG AM CHETTIYAB 
Avargal, B.A., BJi., Advocate, Coimbatore. 


Oral Evidence. 

The Chairman ; You me connected with various co-operative organizations 
in this district? 

A.—Yes. 

Q .—You are the President of the District Co-operative Federation? 

A.—Yes. 

0.—You are also connected with the District Bank, the Co-operative 
Institute, the Tamil Nadu Federation, the Cotton Sale Society at Tiruppur 
and also the land mortgage hanks in this district. 

A.—Yes. 

Mr. Gojxila Me non ; Can you state whether in your opinion the Indian 
joint-stock hanks finance more the internal trade than the external trade? 

A.—My idea is that, so iar as trade in the biggest sense of the term is 
concerned, the Indian joint-stock banks are not financing it because they 
have not got sufficient finance. But if you refer to the village trade they are 
financing it now. 

Q .—You therefore say that the financing of the trade, between the village 
and the local town market is m'ostly done by indigenous bankers, like the 
Sowcars, Marram and Nattukott&i Chettis and other professional money¬ 
lenders of the village? 

A.—Yes. It also depends upon the goods. Some time bock I read a paper 
before the Madras Economic Association and I have made an exhaustive 
study of the subject in that paper. It depends upon various other factors 
also. 

Q. —O &11 you tell me what part the Imperial Bank and the joint-stock banks 
play when goods are handled from the village to the town. 

A.—So far as the Imperial Bank is concerned, it advances money to the 
factory owners. Let us for example take cotton as the product to be sold. 
The goods first come from the villages to the local market. At the local 
market itself there are a number of factories. The factory advances money 
on the cotton and then gins. The ginning factory is handled by the Imperial 
Bank and other joint-stock companies. 

Q .—Do you think that sufficient financial help is given by the Imperial 
Bank or do you want greater facilities for financing internal trade of the 
kind ? 

A.—We certainly want greater facilities and there is no question about 
that. 

Q. —You say that the indigenous banks are financing internal trade, from 
the village to the local town market and thereafter the Imperial Bank comet 
and finances the rest of the business, is it not? 

A.—Yes. 
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' 0.—Is titers any difficulty for the indigenous banks advancing money on 
goods. 

A. —They rarely advance money on goods. They give it mostly on perso¬ 
nal security. 

Q .—Do you think that it is really beneficial to the banking concerns that 
they should combine their banking business with trading or are you of opinion 
that they confine their attention to the banking business only and leave the 
trading in other hands ? 

A. —It is not possible to dictate anything like that to the banker. What 
could be practicable is that we can urge the banker to give more facilities 
for financing and make money available more easily for business. That may 
help a great deal of internal trade. 

Q .—My point is. whether you would advise a banker to confine his activi¬ 
ties to banking business only or allow him to trade also? 

A. —If we are going to keep the two functions separate and exercise proper 
control over both of them, certainly it is better. 

Q .—You want greater facilities to be given to the internal trade than 
the external. Do you think whether it will be possible to create a definite 
relationship between the rotes of borrowing of the Imperial Bank and other 
indigenous banks P 

A.—That will depend upon the money-market. 

Q .—We find that in some cases certain banks are lending at 4 per cent 
more than the Imperial Bank ? 

A. —That is a question of undertaking risks. 

Q. —In England and other countries the lending rate generally will only 
be 1J per cent more than the hank rate. Is it possible for ns by legislation 
to bring about a fixed relationship between these two rates? 

A. —It will depend upon the security that is given. We often find that the 
rate of interest varies even with the same money-lender. 

. (J.-r-But if a central reserve bank is brought into existence, the joint-stock 
banks and the indigenous banks will be made scheduled bunks and therefore 
they can expect some sort of support from that institution. In such a state 
of things, do you think that a fixed relationship between the central banks 
and the other banks will not help to provide sufficient banking facilities to 
all classes of people and put a stop to the usurious rates charged by the 
money-lenders ? 

A. —So long as security is what it is, and human nature being what itjs, 
and one man more speculative than another, any attempt to fix any relation 
cannot be carried into effect. 

Q .—Do you not think that when these indigenous bankers and others get 
to know that they can get financial help from the central reserve, bank they 
will not help towards arriving at a settlement between their lending rate 
and the lending rate of other institutions? 

A. —In any organised society Borne such thing is done. 

Q. —T want to know in what way these two rates are so dissimilar and 
unequal that it would be difficult to treat either of them alikeP 

A.—There are people who will be prepared to borrow at any rate, even 
with such restrictions. 

Q. —The cry is that the indigenous hankers are not getting sufficient 
accommodation from the central institution. It may be that the central insti¬ 
tution does not know their financial position. Is it not a fact that they are 
not getting their accounts audited and making it public? 

A. —I do not know what really stands in the way. 

Q.—What I want to know is whether we can bring these bonks into an 
organised banking system. We want a central bank in this country and if 
possible to create a link with all others in order to have an organised banking 
system. For this purpose audit will help matters. Will not the smeller 
banks allow that kind of audit? 

A. —In an organisation like that, you cannot bring in the money-lenderq. 
In most cases what happens is that they deal with their own money. They 
do not take deposits nor do they depend on the banks to finance them. They 
would pot conform themselves to any rules nor would they combine into aft 
organisation, and I do not understand why such people should be brought 
under such organisation ? 



Q .—Bat the cry in tlio village is that the ordinary ryot does not get any 
help from the central bank and for this we have to create a link with all 
banks. Is it your idea that it is difficult to bring these small bankers in 
the organised system? 

A.—My idea is that there ought to be some reason for it. If you ave going 
to restrict your organisation to persons who are taking deposits, who are 
negotiating bills and things like that, it can be done. 

Q .—We want them to have a wider field of operation and we want the 
public to know their state of affairs and thus get more help from the big 
financial institutions. We want to help the indigenous bankers eventually so 
that the people may have more confidence in them. Can you suggest any 
method of finding out a way of rendering them greater help by making them a 
creditor to the central reserve bank on condition that they should submit their 
annual accounts and thus create confidence in the public? 

A,—If you are going to differentiate betweon banker and banker you can 
bring under your organization only such of those who take deposits up to a 
certain amount, you can impose an audit on those people and it is necessary 
and desirable. But if you want every money-lender to be brought under 
your organization, 1 think it is difficult. 

Mr. Uopala Menon : Referring to the marketing conditions of the district, 
can you tell me whether the ryots arc getting a fair price for their produce 
under the present system of marketing? 

A.—During the harvest season the prices are very low and increase by 
about 30 to 40 per cent gradually after the harvest season. 

Q .—Is it due to pressure of money? 

A.—The kist season coincides with iho harvest season. The ryots have to 
find money to pay kists and to meet various other expenses at that time. 
They have already spent all their money towards cultivation and naturally 
they are. forced to sell their produce at a reduced rate. 

Q. —Is it due to want of intelligent understanding of market or due to 
any other cause? 

A. —It is due to the pressure to .meet various demands. 

Q. —Are there many intermediaries between the village and the local 
market ? 

A.—Now I think the middlemen are being eliminated. 

Q .—Do you think that correct weights and measures are used by merchants 
in villages? 

A.—Not alwuys. 

J ,—Do you think whether .there are any defects in the present system of 
eting? 

A.—Yes. 1 would like that some sort of co-operative agency should under¬ 
take that work. 

S ,—Has any effort been made on co-operative lines in the direction of 
eting in this district? 

A.—We have got one co-operative society at Tiruppur with a branch of it 
at Udumalpet. It is mainly a loan and sale society and deals mostly in 
cotton. We advance money to the ryots for cultivation through the primary 
village societies and as soon as crops come this Tiruppur society takes charge 
of it. We get them to Tiruppur. gin them and sell them for a fair price. 

Q. —There are a number of co-operative societies in this district and also 
a oo-operative institute here. Do you think that that institution could be 
utilised for the purpose of collecting information regarding the market 
price of various crops for the people? 

A.—I do not think it is possible. It is only a small school. In the first 
place we have not got sufficient agency to undertake that work. 

Q. —We are feeling the difficulty of the want of a central bureau of infor¬ 
mation. Cannot that institute be made an agency for collecting data for the 
central bureau ? 

A.—-Who is going to jpay for it? The institute should have sufficient staff 
to celled the price in different villages and different markets and then issue 
a publication. It will involve much expenditure and there is not sufficient 
fund to run the institution to undertake such work. 
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Q .—As a molt of the Co-operative Committee’s recommendation, do yon 
not think that greater stimulus can be given to co-operative operations in 
the future. When are we going to mend ourselves and how are we to bring 
about the dissemination of marketing knowledge to the people of the country P 
What Borne people told us was that this institution can collect the informa¬ 
tion and issue that to the public. Do you not think that it is possible? 

A. —At the present stage, 1 do not think it can undertake anything except 
training students for co-operative work. 

<3.—One of the objects of this enquiry is to gather information with regard 
to the methods of marketing and also to find out ways of affording more 
facilitiee for marketing the produce. We should, therefore, in course of time 
try to bring about an agency for disseminating information regarding the 
Various commodities produced in the country? 

A. —It may be difficult for us to undertake that work and it would cost 
us very much. 

Q .—As the co-operative movement is gaining strength, 1 think it is xmssible 
that these institutes will be able to do work in that direction? 

A.—The present object of the institute is limited. 

Q .—In what way could you increase the possibilities of these institutions 
to achieve the object in view? 

A .—It is only a question of money. You want the teaching institute practi¬ 
cally to be converted into a research institute with also a central bureau 
of information. It is a question of money, if you are prepared to finance 
it on a large scale we can develop. 

Q .—How can we get the information? 

A .—You cannot depend upon the primaiy societies for all that informa¬ 
tion. Probably you will have to depend more upon the supervisors and people 
like that. You would uot be able to get into touch with the primary societies. 
In several places there are loan and sale societies. It is our supervisors who 
go out and make the primary societies work in several cases., 

Q. —What kind of control have the district banks over those loan and sale 
societies? 

A.—They lend money. They are inspecting the places now and then. 

Q. —But under the influence of the district bunks can you not get the 
loan and sale societies to do the work we have in viewp 

A.—Loan and sale societies will certainly help yon. 

Q .—With the help of the co-operative banks and the primary societies 
combined will we not be able to get information from the villages P 

A.—You will have to depend upon the paid officials. 

J ,—Paid officials as secretaries, I suppose? 

.—We have got supervisors. 

Q .—Is it time now that we should have whole-time paid secretaries for 
the co-operative work or can we go on with honorary workers as nowp 
A.—The District Bank has got really a paid secretary. You do not call 
it a pay but an honorarium. 

Q. —Do you not think that a fully paid man in the office would bestow more 
attention to his workP 

A.—X 11 ®* i* w fc*t » being done generally. We have got an honorary 
secretary who has to work from 11 to 5. If ho does not come, we ask him 
to come to the office. 

Q .—What about the link between the primary societies and the loan aud 
sale societies in the district P Cannot these two pass on the information to 
the central bureau of information through the institute P 
A.—This cannot be done without extra expenditure. 

Q .—We want a perfect agenoyP 

A.—If you are prepared to spend money, we can have it. 

Q .—Do you experience any difficulty in the transfer of funds to the inte¬ 
rior for purchasing commodities? 

A.—There is always trouble except where you have got a branch of the 
Imperial Bank, 

Q .—Do yon not transfer money by hnndjs now? 

A,—What can we do with the hundis in the villages? We want cash. 
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Q .—There is difficulty in places where you have not got branches of the 
Imperial Bank or the treasury. You find it difficult to remit money. Are 
you of opinion that fresh agencies might be brought into existence for that 
puijxweP 


Q .—Do you not think that these indigenous bankers would do that sort of 
business, and they ran very easily transfer funds from the towns to the 
villages P 

A .—Wc want better facilities to be brought for the transfer of funds where 
there is no treasury or the Imperial Bank. 

Q .—What is the method by which we can effect this? 

A .—By having more branches of the bank. 

Q .—Have you got lamkers who will encash these bills? 

A .—The indigenous banker practically takes the place of a bank. 

Q .—Your idea is that small joint-stock banks or indigenous bankers should 
bo made to do that work? 

A.—At present our banks do not do those things. 

Q .—Do you mean to say all joint-stock banks? 

A.—Yes. 


Q .—Ts it not your view then that such banks should go into the interior 
and open branches? 

/A.—Provided you convert these local hanks into a new class of banks you 
have in contemplation. 

Q .—Are there any handicaps to co-operative societies financing the agri¬ 
cultural operations and the stocking of produce for better price? 

A.—The difficulties are first money, second want of godowns and the third 
proper inspection. 

Q .—Any godown system prevalent in these t parts? 

A.—Except in loan and sale societies there'is nothing. 

Q .—Is the middleman an essential element in the market? 

A.—We can eliminate him. 


Q .—HowP 

A.—By loan and sale society. 

Q .—What are the causes fov the present high rate of interest ruling in 
the country? 

A.—It is due to scarcity of money. 

Q .—Any other cases? 

A.—There is a hit of speculation and lot of risk and for this they charge 
a high rate. You have to charge a high rate of interest and that reacts on 
the other transactions. You lend out for a risky job at 2 per oent per month 
and another man absolutely sound comes in. Then you think after all you 
may make a redaction of eight annas. 

Q .—Is it due to the contraction of money in the market? 

A.—To a certain extent want of facilities. 


Q .—Do you think that Government borrowings in the form of treasury 
bills have any effect on the money market? What is the general view about 
it? 

A.—You find that the money market is depleting. In any way we could 
have utilised it for trade. It is an old question. It may all depend upon 
this. If they withdraw money when we want it we feel the pinch. 

©.—Occasionally you think that such loans are depleting? 

A.—They may. 

J f .—Have you any suggestions to make by which loanable capital can be 
e more available? 

A.—The idea of thrift ought to come in and the people should learn the 
habit of banking. 

Q .—Is it possible for the banks in the towns to create more money for the 
purposes of trade and industries? 

A.—'It is one of the complaints that the Government takes away money 
when money is wanted. The kist season and the busy trade season coincide. 
We want money. A lot of it is drawn away by the Government. That has 
got a tremendous effect. The Government may collect the money later. It 
can be collected. 
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<j .—What do you mean by saying that the Government can collect the 
money lata*? 

A.—I say the Government is collecting the kist, at any rate in this part 
of the country, from February to April. That is the time when we want 
money for trade purposes. At the same time you know that the Government 
will not be very much affected if they collect kist by the end of June or 
July. 1 believe that the present dates were fixed when the Government 
considered the produce as security for payment of kist. That theory has 

f one. The Government no longer looks to the crop as security for payment. 

low they are looking to the land as security. The Government will not'lose 
anything by postponing the collection for a couple of months. That will 
help the trude to a great extent. The ryots will get the benefit of the full 
price and also the trade will have money. Now a lot of money is drawn away 
by the Government. 

7. —You want the kist to be collected later then ? 
l.—Yes. 

Q .—Will it not interfere with the budget? 

A .—That is not an insuperable difficulty. For instance your budget season 
ends with 31st March but the fasti year on which the land revenue system 
is based ends with 90th June. 

-Where do the local bodies invest their money now P 
-In most districts they are investing in co-operative banks. 

Q '—That is helping the co-oporative movementp 
A. —Yes. 

Q .—Does a portion of the civil court deposits and the money ol the local 
bodies also come to the co-operative banks? 

A.—Yes. 

Q. —You want then that they should put immediately all the money into 
the co-operative societies P 

A. —That will depend upon the necessity of local bodies. They are not 
going to help you at their expense. 

Q .—Have you heard of any spurious banks being started P 
A .—Our district has got some spurious banks. There is absolutely no 
doubt that we want some sort of control on these nidhis. There is a lot of 
trouble with regard to them. They are only nominally registered for a parti¬ 
cular amount. 

Q. —Can you suggest means by which protection can be given to the depo¬ 
sitors against these spurious banks? 

A.—There should be a proper audit by the Government. As regards fees 
for the smaller banks they should be borne by the Government. There is a 
difference between joint-stock banks and nidhis. With regard to the nidhis 
there is none to look into their affairs, and this system is not safe. Suppose 
a man takes Its. 1,000. He borrows Ks. 900; Rs. 1,000 in shares stands in 
his name. He can also draw his share money by giving three months notice 
in some banks. What appears as capital should be there as capital. 

(}.—Some of the uidhis are trying to convert the share capital into sub¬ 
scribed capital? 

A.—Some are tryiug to do monthly chit business. 

Q .—We are told that the Insolvency Act is full of loopholes. Have you 
got any suggestions to remedy the Act? 

A.—It is not an Act which has to be put into force in the mufassal. It is 
based on quick realisation of properties and things like that, the very object 
of the Act, is that there should be no competition among creditors and that 
the money may be realised to the best advantage which is never done. A 
fraudulent debtor gets advantage under the Act. He swells the amount of 
debts by spurious pro-notes in the names of his own relations and friSnds 
and the creditors get nothing but he goes on enjoying the profits from his 
properties. It requires radical amendment. The purpose of the Insolvency 
Act k not served; In a banking organisation the Imperial Bank is fit te 
serve aa a banker’s bank. There w a complaint that they are differentiating 
debtor from debtor. It is neither a commercial bank nor a banker’s bantu 
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Q .—Suppose we want to bring about a connecting link between the Imperial 
Bank, the indigenous banks and the joint-stock banks P Can you make sug¬ 
gestions for co-ordinating these institutions? 

4-—The Imperial Bank as it now exists can serve as a central organization. 
It should not work in competition with other banks. We cannot have a 
central bank which is also doing individual work. 

Q .—There are foreign insurance companies and exchange banks m the 
country. Are you for imposing any restrictions on their operations to make 
them retain the profits they moke in India for the benefit of the people 
in the country ? 

4.—Their deposits ought to be here. They should keep here a portion of 
the profits. 

Q .—Are you for imposing any restrictions? 

4.—I would say that the security and other reserves ought to be kept in 
India. 

Q .—They have come here for the pui"pose of financing the trade of the 
country which other joint-stock banks are not now doing? 

4.—You will he certainly entitled to keep such trade in the hands of the 
local people and impose restrictions upon them. 

Q .—Suppose you impose restrictions upon them. Will not then the trade 
he inconvenienced tor want of exchange facilities and importing facilitiesf 

4.—I do not think they will suffer much. 

The Chairman : Will not the trade suffer? 

4.—If we remove one of the facilities for financing the trade you will 
have to pay a higher price for your exchange. They can utilize our banks. 
Onlv to develop our banks we may give additional facilities to them. Our 
banks may not be able to work as much efficiently as foreign banks. By giving 
some sort of preference we can develop onr banks. If vou want to show any 
preference it must be done mainly by Government. We can have branches 
nil over India. Instead of European hanks coming here we can have branches 
of our hanks in London and other places. 

Q .—Your point is this, if we impose restrictions on foreign banks and give 
some sort of preference to Indian banks they will come into existence as ex¬ 
change banks in India and in other places? 

A.—We do not want to deal with European banks if we have our branches. 

Q. —You want those banks to keep a portion of their capital raised in the 
country to be kept here? 

4.—Yes. 

ilfr. GojHila Men on : You know that these banks are financing the exports 
and imports. With regard to the insurance societies we can impose restric¬ 
tions that they should utilize their profits here but with regard to the 
exchange banks it is not a cjuestion of restriction ; but you want preference 
to be shown to the Indian joint-stock hanks? 

4.—The Government can do a great lot. They can lie treated on equal 
terniB with London banks. It is only in that way yon can develop. 

Q.—Our banks are not now doing exchange business and ior that purpose 
yon want the Government to give them preference tor financing the exports 
find imports of the country P 

A.—Yes. 

Q. —The balance of trade is brought over by these exchange banks in the 
shape of gold? 

A.—Gold is never brought here. The balanec of trade is struck in the 
London exchange. 

9.—Still the balance comes in the shape of sovereigns. Tt is never worked 
out like that? 

A.—That is no doubt the theory. 

9.—Of course thev are keeping a portion in currency reserve but still 
another portion of it is coming to India. The people could have banked their 
money and could have utilized it for the purpose of doing exchange business 
or developed hanking institutions. If you impose restrictions upon the 
exchange banks will it retard their progress? 

A.—-You cannot really impose restrictions. You can give preference to 
our hanks so that they may develop. 
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Q .—They have not taken np to exchange business? 

A.—They will have to, by taking advantage of facilities given. 

The Chairman : What facilities? 

A.—The Government can transact business through them and leave their 
money with them. The people also can use them for their business. 

Q. —How? 

A.—The Government’s credit can be used through them. 

Q .—Your suggestion is that the Government should finance foreign trade? 

A.—I did not mean that in the beginning ; but I would not be against 
that, because in other countries that is what is being done. 

Mr. Qopala Menem : Is it because they have no foreign branches? 

A.—Yes. 

The Chairman: How many of your banking firms in Madras, like the 
Nattukottai Chetti firms, have got branches in London? 

A. —I do not think there is any. 

Mr. Thomas: t think you said in reply to an earlier question that the 
facilities for getting advances on goods are not very great here. What is 
the cause of that? I find that in other countries not only commercial people 
but even fanners can get loans on their goods and they create and readily 
discount commercial bills. How do you account for that? 

A.—The difference is this. In the trade centre itself there 1 b a lot of 
money advanced on the security of goods. But in the village there is nlways 
the difficulty of moving the crop. 

0 .—You say that the difficulty exists in the village onlyP 

A.—Yes. 

Q. —Is there no difficulty for the smaller merchants to create such bills and 
discount them? 

A.—There are no bills whatsoever in these parts. What they do is simply 
to borrow the money hnd execute a pro-note. 

Q .—Is it the practice in Tiruppur os well P 

A.—Yes. 

Q .—What about Erode? 

A.—There are a few Marwaris who lend money and take bills. ' 

Q --—They are merely accommodation bills P 

A—Yes. 

Q .—But the Marwaris deal in other business ns wellP Do they not? 

A.—Yes. In this district there i& not much of the Marwari business either 

Q -—Is not this the chief cause of the great disparity between the bank 
rate and the market rate * Did vou say in reply to a previous question that 
there is great disparity between the bank rate and the market rate? 

A.—I did not sav so What T said was that lietween individual lendings 
there will be a lot of difference. 

0 -—Is not that difference due to the disparity lietwoen the bank rate and 
market rate or one aspect of it? While certain classes of businessmen could 
borrow at the Imperial Bank rate, others who are perhaps as sound have to 
borrow from the bazaar at much higher rates of interest? 

A.—That difference is being reduced now. In the olden days there was a 
lot of difference. 

0-—But is the reduction so very great? 

A.—I think that there is a substantial reduction. Now, for instance, on 
the security of goods you can get money in the Tiruppur market at 12 per 
cent per annum and dn personal security the rate varies from 14 annas per 
cent to something like 2 per cent per month. 

Q -—But if we can introduce a system of commercial paper, it will enable 
the businessmen to get advances on goods and will make trade proceed faster 
end more smoothly than before. Do you not think so? 

A.—I think they are getting used to it. 

0.—Does the Imperial Bank deal with many businessmen in this district? 

A.—It is financing the ginning factories. 


i 
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O.—And a good many others got loans through the Marwaria? 

1.—It is only in a very few cases that money is got through the Marwaria. 
The Imperial Bank has direct dealings with the ginning factories. 

Q .—Hare yon considered the possibility of transforming our hundi 
merchants into proper bill-brokers P At present they are mostly carrying on 
lending operations ? 

A.—The merchant is advancing to the man who produces and takes the 
goods and sells them and has for him only the difference in the prices. 


Q .—How do the cotton producers in the district raise their loans? 

A.—Such of those who can afford not to borrow loans do not borrow. But 
those who require money take advances from the factory owners. 

Q .—Do they borrow before the goods are ready? 

A .—In the old days when one man combined money-lending and trading 
he used to lend money and contract for purchasing the crop. But now we 
have not got such money-lender traders. On the other hand the co-operative 
societies are coming in and they are prepared to advance money and take 
the produce and sell it through the loan and sale society. 

Q .—To what extent? 

A .—There are 20 societies for the Avanashi-Tinippur area doing such work. 

Q .-—What class of people resort to these? 

A.—The middle class agriculturists. 

J .—What is the size of their holdings? 

.—It will he about 3 acres of garden land and 4 or 5 acres of dry land 
on the average. 

Q .—Do these sale societies employ experienced men to transact their 
business? 

A.—We have a merchant who is the secretary and who knows the market. 
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.—Does he sell it to the ginning factox-ies or in the open market? 
He sells it in the market. 


L—Is there an organised market in Tiruppur? 
.—Yes. 


Q .—How is the maiket run? Is it run on the linos of Rliolapur or Berar? 

A—No. 

The Chairman : There is no weekly marketP 
A—No. 


Mr. Thomas : Do you think that there is need here for an organized market 
system P 

A.—I think it is not necessary. 

Q .—Have you been able to got the top prices in the sales of the co-operative 
sale societies? 

A.—Oh, yes. We never suffer in that respect. 

Q .—You say that the prices generally improve after the harvest and are 
low at the time of the harvest. Is it true of cotton also? 

A.—The effect on cotton would not be the same for the lea son that its 
price is controlled by the world market. 

0.—What about paddy? 

A.—It applies to paddy. 

Q .—Has it been the case during the last two years? 

A.—If you take the account of a man who is dealing largely in paddy you 
will find that the difference between the market rate at the harvest time and 
the rate three months later would be something like Rs, 2 per salarai. 

Q.—Do you know that during the last two years the prices went down 
after the harvest? 

A.—That may be due to other causes. 


O.—Are you aware that rice is being exported from Rangoon? 

A.—We do get Rangoon rice sometimes but J do not think that we got 
Rangoon rice last year. 

Q .—You agree that there are not at present adequate facilities for carry¬ 
ing on internal trade in the Presidency? 

4.—Yes, 


54 
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Q .—Do you think that the co-operative movement can do much in that 

lineP 

A .—It can ifxit is properly organised. 

Q ,—Do the urban bank or other co-operative banks in the district discount 
bills of exchange for the members P 

A .—We do not deal in exchange bills at all. 

Q .—What do you think of the system of co-operative banks, especially 
urban banks discounting the bills of the members and thus facilitating the 
remittance of money P Do you think that this function might be taken up 
by oo-operatire banks P 

A. —I think it will be too much for them. 


Q. —Is it because you think that it is essentially the function of commercial 
banks that you are against itp 

A. —Yes, and the co-operative societies cannot undertake such work. 

Q. —Do you think at any rate, that in places where there arc no joint- 
stock banks co-operative banks might assume some of the functions of com¬ 
mercial banking P 

A. —1 do not want the co-operative societies to do such kind of work. If 
they take to it, then they may lose. For one thing the bank rate is not 
very attractive. 

Q. —Do the societies give fairly high rates of interest on deposits P 
—No. They give you 4 or 5 per rent, but l can get 10 or 12 per cent 
on immovable property security. 

Q .—But will such investment be readily realizable? Is it not locked upP 

A .—So long as 1 get a good rate of interest I do not want the money. 

Q. —But businessmen may want the money at any time and might like to 
keep it liquid P 

A. —The depositor is not always a businessman. 

Q .—Even among non-businessmen are there not many who are looking 
forward to purchase some property when it is available? 

A. —If you have got your eye on the property you generally lend on it as 
security and allow the interest to accumulate until the principal and interest 
approach the value of the property and then you will in the natural course 
of things get it. 

Q. —Is that the usual practice in Coimbatore? Do yon think it is a fair 
way of purchasing property? 

A. —The question of morality is difficult to settle in these mntters. 

J .—I see. Have vou had much to do with nidhisP 
.—Yes. 

O .—May I know if the nidhis are mutual benefit associations P 
A.—Mainly it is a sort of joint lending. A number of people having money 
to spare join together and do joint lending. 

Q. —But, that is also what the joint-stock banks do? 

A.—Yes. But the difference lies in that the nidhi really helps one or two 
people to become office bearers and is started for that purpose. It is just to 
oblige a particular man that his friends and other people join as share¬ 
holders. The capital shown is only a sort of nominal figure. 


Q .—Are the nidhis not financing agriculture to a certain extent? 

A.—It is not much though they lend money to agriculturists also. 

Q .—Do they not lend on mortgage at allP 
A.— Ordinarily they do not, except a few banks. 

O.—1 found from the balance sheet of some nidhis that they lend much 
on the security of land. Do you think that such business is sound P 

A. —That is the trouble. There are a number of difficulties in the way. 
It all depends upon the particular man who is running the institution. 

Q .—Is the depositor well secured P 
A.— That is the trouble. 


Q .—Do they take any loans on security of their shares and allow the with¬ 
drawal of shores P 
A. —Yes. 
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-Do they keep any reserve fund at all? 
' auks d 


L—Yes. A few banks do really run on very well. [ can mention to you 
font* or five banks which run on satisfactory linos on the basis of joint-lending. 
But in regard to the other banks I cannot say the same thing. 

Q .—Since you are a co-operator, may 1 know whether in the villages you 
would develop the co-operative societies and oust the money-lenders from their 
trade? 

A.—Yes. 

Q .—What about the organized indigenous banks in the towns? Would you 
oust them? 

A .—Once you organize co-operatively, then there is no room for any other 
institution. 

Q.—In your view, then, co-operative banking must take the place of the 
whole indigenous banking? 

A.—Yes. 


—Where is the room for private initiative? 

.—£ think the initiative required is in the co-operutivo field. 


1 

Q. —Do you think that there would he great financiers and entrepreneurs 
of industry under a system of co-operation? 

A. —I think there is room enough for any amount of initiative. 

0.—What is the experience of the village co-operative societies here? 

A.—We have been confining ourselves mostly to the credit work and as 
long as that is the case there is not much room for development. 

Q .—Js there any difficulty in the way of the co-operative societies doing 
more and more marketing workP 

A.—Yes. 

Q. —Do you depend on honorary workers? Does it enable you to obtain 
the services of trained hands? 

A.—I am a believer in paid work. 

Q .—Is there much transfer of land ifoin borrowers to money-lenders in 
this district? 

A.—There is very much of that. Practically the whole of the land in the 
village changes hands once in forty to fifty years. You first leud the money, 
then the interest accumulates, and then you become the owner of the land. 
In your turn you begin to borrow or the generation begins to borrow and 
the same story is being repeated, 

Q .—Does it mean that there are more absentee land-owners P 

A.—In this district it is the middle class man who is both the owner and 
the tenant. 

Q ,—Is tenancy increasing at the expense of ownership? 

A.—It changes. Generally the land does not go to the money-lenders from 
outside. What happens is that some man in the village itself gets money 
somehow or other and he gives the money on his neighbour’s land and ulti¬ 
mately purchases the land. In his turn he becomes the owner of the property 
and along with it also a borrower. 

I.—Are there not others who consolidate holdings by such purchases? 

L.—There are a few who do that. 

Q .—There are others uho cannot cultivate their land and lease it out to 
tenants? 

A.—Yes. But there is the othe.r side of it. That is that the joint family 
when it becomes divided results in the division of the property as well. 

Q. —The ownership of land is changing hands, the wealthier classes 
purchasing from the impecunious. This results in the increasing ownership 
of land by non-cultivating people—a class of capitalists? 

A.—Except probably m the wet areas in this district the cultivator and 
the owner are more or less the same person. 

0 ,—But you said that the land is passing hands constantly? 

A.—Yes, hut I also said that the land does not pass into the hands of 
outsiders. 

Q.—But even if they are insiders, the wealthier persons do not themselves 
cultivate much laud, do theyP 

A. —They may but a change, takes place within the next generation. 
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Q .—But is it sot after a considerable tinieP 

• A.—There will be partition in the family and tlie result will be that the 
lands change hands. 

<£.—So there is a constant flux, but is it so rapid and so tangible as you 
seem to suggest? 

A. —I think it should be correct. 1 hare seen many villages and there it 
is only a few families that remain without work. 

Q. —How can we increase saving and thrift!' Have you any proposal for 
increasing the investment habit in the country by means of luvastment Trusts? 

A.—Such may help the professional class in towns. There are also a 
number of people who do not know how to invest their money. It might 
help them. 

Q. —From the point oi view ot thrift, is it not an advantage for a small 
man to join a chit or even a nidhi of the right type? 

A.—By co-operation also we ure trying to do that. We are trying to 
collect share capital and build up reserves and things like that. 

Q. —But does co-operation not compel a man to save? At any rate, is 
there not greater incentive for saving among those who have joined chits? 
Co-operative societies as they are now constituted do not provide for what 
I may call compulsory saving? 

A.—There is little room in the co-operative field for that sort of thing. 
But our idea is that each society should be self-supporting and it can only 
be so if they help the people to save money. 

Mr. Mvthiah Vhettiuar: In raising the question of controlled audit you 
said that so l'ar as money-lenders are concerned it is not necessary, but so 
far as indigenous bankers arc concerned it is necessary. Would you make 
it obligatory P 

A. —What 1 said was that where they take in deposits above a certain 
limit and where they do discounting oi bills, in such cases this audit ought 
to be compulsory. If a man does his business with his own capital only or 
if he does business only to a small extent this audit is not necessary. 

Why? 

A.—It involves trust. When one man discounts a bill or takes in deposits 
it means that people have confidence in him and if his audited accounts are 
available then there will be more confidence and safety and it is only for 
such that 1 want some control, not in the other case. 

Q. —What limit would you suggest with regard to deposits? 

A. —I would say about Rs. 40,000 to Rs. 60,000. 

Q. —So a person who takes in deposits to the extent of Rs. 60,000 should 
come under that control, whatever be his capitalP 

A. —The basis of deposits is more important than his capital. 

Q .—Suppose a man has a capital of Rs. 10,00,000 and takes in deposits to 
the extent of Rs. 50,000 would you ask him to come under the control, or 
one man w'ho has a capital of Rs. 1,00,000 and takes’in Rs. 50,000 deposits? 

A. —I will say it is as nocessary in the case of the one as in the other. 

ij. —There may be some indigenous bankers who ore able to attract deposits 
from some of their friends to a large extent. Why should you place them 
under Hie control ? 

A.—The restriction is only in the interest of the public. 1 

Q .—There may be a certain amount of people who may he willing to 
invest money with the indigenous bankers even it there is no control? Why 
not give them the liberty to join the control or not? 

A .—Yes, that can also be done. 

Q,—You said in connection with some other thing that instead of placing 
{restriction yon should gjve facility to the hanker who comes tinder the 
control? 

A,— The man who comes under the control will command more confidence 
and people will coma to him in larger numbers. 



(j .—But do not compel those people who do not want to join the control 
to join itP 

4.—If a man comes under the control that can be started and those people 
who go to a man not coming under the control will do so at their own risk. 

0.—Why not leave it to them to join the control? 

4.—That may be worked out in the ordinary course of things and the 
banker himself would find it very convenient to come under the control. 

Mr. Gopala AJcnon: Is it not necessary that those who take in deposits 
should be brought under the control? 

A. —It is not necessary. 

Q. —In the interests of the public do you not think it neecssary P 

A. —Hut the public who know that a man has not come under the scheme 
of compulsory audit need not go to that man. 

Q. —But in some places the people are so ignorant that they may not be 
able to know who* is the controlled man and who is not the controlled. 
With regard to persons who conic under the control would you authorise the 
local bodies to deposit their moneys with themP 

A. —No. because so far os the co-operative hanks are concerned there is the 
unlimited liability, hut with regurd to the private man even though hiB books 
are audited there may be a lot of speculation on his part; he may have lent 
money to some persons and lost tbo whole of that and there may be nothing 
to fall back upon. He may lend Rs. 50,(KX) or Rs. 1,00,000 to one man and 
lose the whole of it, but in the co-operative society an individual will be lent 
not more than Rs. 2,000 and if a man fails the. maximum loss will be only 
that amount. 

Q. —What is tho advantage that yon give in return for the restriction 
that you place on him P 

A. —The only guarantee is that he is not a fraud. 

Q. —You do not want to give him any special facilities for the restrictions 
and the extra expense he has to incur? 

A. —Only to this extent that yon give an assurance to the public that he 
is not a fraud. There, is always tho risk of loss in trade and the risk of a 
man being a cheat. You avoid the one and not the other. Loss he may have 
but he is not a cheat. 

Q .—So far as the persons who come under the controlled audit are con¬ 
cerned, would you allow them speciul facilities in the central reserve bank? 

A. —Certainly. 

Q.—Because the controlled indigenous banker will produce a balance sheet 
that he is reliable P 

4.—Yes, 

Q. —Some witnesses wanted that warehouses should be established and that 
warehouse receipts should bo made negotiable also. Do you think that the 
Government should run tho warehouses and give certificates or do you think 
any other agency should come forward P 

4.—The Government cannot undertake the starting of warehouses, because 
it will be beyond their scope. Certainly it will be a great advantage if these 
certificates are made negotiable. 

Q. —But would people have confidence if warehouse receipts are granted 
by private persons? 

4.—Any bank nmy give it. 

Q.—Would banks advance money on a warehouse receipt granted by a 
private manP 

4.—I think so, as the man says I have in my charge so many bales of 
cotton and will hand it over to the person producing the certificate. 

Q.—What will be the guarantee that the goods exist there P 

4.—He will be liable to a criminal charge. 

Chairman : Would you propose that the key be hauded over to the bank ? 

.. A. —If the godown keeper is a rich mau and people have oonfidenoe in him 
it is not necessary, 

Mr. Muthiah Chettiyar : Do you think such rich men would come forward 
and run the godowasP ... 

4 .— Yea. If rieh men oome forward then the banks can undertake it. 



Q. — There are many foreign countries where the warehouses are run by 

the Government? 

• A. —It is rather difficult seeing the extent of the country and the amount 
of goods that will have to be dealt with. You cannot expect the Government 
to run god owns. 

Q .—Why not have godowns in every taluk and make the tahsildar the 
agent P 

A. —It cannot be done. You can better have the money-lenders or the 
co-operative societies or even joint-stock companies having the godowns. 

Q .—Would you allow the village co-operative society to ran these ware¬ 
houses P 

A. —Yes. 

Q .—Would you ullow other banks also to advance money on that or would 
you allow only oo-oi>erutive banks to lond on that kind ol security P Do you 
waut any restriction as to the agency which finances the produce stored in 
the co-operative godown ? 

A .—There need not be any restriction. That warrant can be made nego¬ 
tiable. 

Mr. Oopala Menon: The trouble is who is to see that it is worked properly 
and the thing is there or not P 

A. —It will have to depend on the individual’s credit and on the reliability 
of the man. 

Q. —Do you insist on getting u deposit from these people? 

A .—It is not necessary, because the certificate will l>e only worth his 
credit. 

Mr. Muthiah Chcttiyar : You said the co-operative movement should replace 
the village money-lender in the districts and also the indigenous bankers in 
the towns? Is it possible? The co-operative societies have been working for 
tho last 25 years and they have only lent till now Rs. 0 crores. Is it not a 
proof that it is impossible P 

A. —If we have not achieved it in the past it does not mean that it is not 
possible in the future. 

Q. —Then what other uvocation can you suggest to the indigenous banker 
if he is driven out of this field? 

A. —He can deposit his money in the co-operative bank and earn interest. 

Q .—Do you think these indigenous bankers would come forward and deposit 
moneys in the co-operative societies? 

A. —Otherwise they can enter trade, start industries or develop agriculture 
instead of depending upon money-lending business. They can do so many 
other things. 

Q .—The indigenous banker in the course of his business comes into posses¬ 
sion of land. Is he not anxious to sell that away!' 

A. —If he comes into possession of land the momeut he gets a fair price 
he sells it away. 

Q .—As regards the nidhis there is ulways the reduction of share capital 
when one man withdraws his shares. Are not the security to the depositors 
lessened thereby? What remedy would you suggestP 

A.—There ought to be a strict audit and a special actuarial valuation of 
the assets and liabilities of the nidhi once in three or fonr years. There 
ought to be also stringent laws that no loan should bo given on the security 
of the shares of the bank itself. 

The Chairman : Have you any idea as to what extent money that has gone 
into the village and has been hoarded is coming out again? 

A.—There is not very much of hoarding in this district. Most of the 
money is spent in the improvement of land. 

Q .—And the savings? 

A. —There is not much by way of savings. As a matter of fact agriculture 
is not a paying concern at all. That is the whole trouble. 

<g.—With regard to the co-operative movement is it used by money-lenders 
to recover their own loans and by lawyers to develop their practice? 

A. —There have been a few cases in which money-lenders got in for pur¬ 
poses of recovering their loans, but such cases have been very few. 



Q. —With regal'd to this institute at Coimbatore do you think it can be 
developed in the direction of a School of Agricultural Commerce? Now you 
have got pure commercial schools in one or two places and there is the 
Agricultural Department dealing principally with the technical Bide of 
agriculture? 

A.—What I have been thinking of is that each village wants workers not 
only for co-operative credit but for all sorts of work in rural life. For that 
purpose for training such workers T would like to have an institution which 
will teach everything, agriculture, sanitation, hygiene, a little hit of adminis¬ 
tration, co-operation and things like that. I am trying to have a school like 
that started in Madras. 

Q .—The difficulty is there are two branches of business, one in which the 
outlay is commercial and brings back a return and the other in which the 
outlay would bring back no immediate return such as public services but 
which ultimately may bring in a return? 

A.—You cannot differentiate like that. 

Q .—There are these district boards and other bodies spending money for 
amenities and not for getting any direct return benefit. In the present co¬ 
operative movement the district banks and the provincial bank at the head 
are engaged in utilizing their money for purposes which bring a definite 
return. How would you finance this activity which will not bring a return? 
Do you not believe in the serious risk of the co-operative societies utilizing 
its funds on activities which bring no return? 

A. —I do not fear for that. I consider co-operation as a certain attitude 
of mind. It runs through all human relationship. It does not stop with the 
society and this and that. 

Q .—Ts there no risk of the funds being used without regard for sound 
financial principles? 

A. —It will not be for this reason that you can keep separate accounts, 
e.g., the Government gives a separate grant for adult education and the 
account for that is kept separate and the grant is separately accounted for. 

Q .—There is a separate society for that? 

A .—In the Punjab they have separate societies, but in the United 
Provinces both objects are worked together in one locality. I want the institute 
to develop into a research institute. 

Q .—And teaching tooP 

A. —Yes, teaching with research, research at the back of teaching. 

0. —Who is going to teach them ? 

A.—I think you can get teachers, but not many students. 

Q .—The classes here are kep^ up to their strength. Are not they? 

A.—Yes, because everybody studying expects to lie immediately employed. 
Unless we give them prospects of immediate employment they will not come 
forward to join the classes. 

The Chairmav : Are you of opinion that there is improvement in the 
co-operative banking generally? 

A.—The people who actually run the bank are better trained. We are 
insisting upon their being trained and they aro generally trained men and 
know what to doP 

Q .—What about the overdues in this district? Have they not been 
decreasing? 

A.—So far as this district is concerned, it is decreasing. We cannot 
promise that it will be so for ever, because it depends on the monsoon. Hie 
situation has Been improving, hut now the outlook is not very hopeful. This 
year there has been failure again. Unless there is a good rain in the next 
three or four days, cotton will not yield anything. We cannot even realize 
a 2 anna crop out of it, and there is no water available for-irrigation also. 

0. —A good deal of money has been lent as takavi loans, has it not? 

A.—Yes. 

Q .—You want the improvement of the co-operative movement and better 
irrigation facilities? 

A.—Yes. 

Q .—Do you think that the existing system of co-operative audit is satis¬ 
factory? 
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i,—I cannot say it is quite satisfactory, but it certainly is better tfaaa 
what it was some time ago. 

Q .—What do yon think about the audit by chartered accountants? is 
that satisfactory P 

A. —They simply sign. The Secretary is practically the man who audita 
the whole of the accounts. In some banks I know the Secretary takes the 
balance-sheet to some auditor in another place and he simply signs end gives 
a certificate to toe effect that it is correct. 

J .—Would it be possible to control audit except by Government P 
.—For the moment I cannot think of any other better agency than 
Government. The Government is really the only agency which can effectively 
Control toe audit of toe institutions. 

Q .—Do you not think that an Association of Bankers started in a central 
place, doing their own supervision and audit by their staff can effectively 
undertake this business P 

A .—I do not think it is possible for them to exercise any efficient super¬ 
vision and control over the banks. 

Mr. Thomat: So, yoa agree that some organization is needed for making 
economic enquiries on the conditions of agriculturists. Do you think that 
the co-operative institutes might be entrusted with that work? 

A .—I am suggesting now that some of the supervisors who are touring 
in the villages may make some sort of economic enquiry in villages each year. 
That is what I am going to do. 

Q. —Tn regard to such enquiries, only trained people could undertake them 
with advantage P 
A.—Yoe. 

Q. —Do you not think that some central institution is needed at she head¬ 
quarters of toe Presidency to guide and co-ordinate such enquiries? Without 
toe guidance of such an expert agency, do you think that the institutes of 
some central body in Madras which is supplied with experts would not be 
authoritative in their conclusions? 

A .—We should have a society of research in Madras, which will co-ordinate 
all these activities, draw general conclusions and all that. You may leave 
toe whole work of collecting materials to the local men. 

Q .—The existing institutes are useful as teaching centre-, and an agency 
for propagandising ideas and training works? 

A .—The institutes can do a lot of work, provided thoy have got toe 
money and material. 

O.—As they are at present constituted, not much research is practicable 
at those places? 

A .—Now they have enough to do. I do not think they can undertake 
anything more. Unless you give some more men and money, they will not 
1ms able to undertake this sort of enquiry. 

(The witness then withdrew.) 
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Oral evidence.* 

The Vluiinnan : You are connected with the Erode Urban Bank? 

A .—I have been connected with the bank for the last four years as 
President and ns Director for many years. 

Q .—Are you connected with any other hanking or financial organizations 
or nidhis? 

A.—I was a shareholder for some time in the Erode Bank. Ltd., which is 
n joint-stock bank. 

<?•— Is that hank run on an ordinary nidhi system? 

A. —Yes, it is practically a nidhi. 

Q .—Are yon of opinion that such nidhis should be encouraged? 

A .—That hank was quite successful during the time it worked. Tt all 
depends on the personal enthusiasm and interest ol the organizers. The 
original organizer took a great deul of interest m its affairs and it worked 
well. Now it is not in it very sound condition. It will be the same caso 
with any other organization of that sort. If the successors of tho originul 
organizers are not active men. the hank is bound to deteriorate. Hence 
encouragement must be given to these nidhis so as to secure better organiza¬ 
tion and men tvho could take some real interest and enthusiasm. 

Q .—With regard to indigenous hanks it lias liocn suggested that it might 
he possible to improve their position hy bringing them under a system of 
control of audit. The only other institution that has control of audit at the 
present time is the co-operative society. Do you think it is possible to 
do so? 

A.—1 hove expressed my views clearly in this matter in my memorandum. 
There are two views. Some people think that the indigenous hankers must 
be encouraged and protected, T am of opinion that they should be brought 
round to the level of joint-stock hanking or co-operative banking. Their 
angle ol vision at the present time is mainly that of profiteering at the 
expense of poor agriculturists and other people. They ought to lie converted 
into co-operators and their view of profiteering should be thoroughly changed. 
The profits of usury which ought to go towards the hnilding up of a basis for 
thrift among the people, go to strengthen their own organization and 
impoverish and demoralize the country. T urge that they mnst be absorbed 
in some kind of co-operative banking. On the other hand important banking 
authorities like Mr. Gubbay are of opinion that the indigenous banks are n 
great factor and that they must be protected. Unfortunately I beg to differ 
fvom this view. Their angle of vision mnst he changed from one of usury 
and profiteering, T have mndc my views very clear in my written evidence. 


* For written ovidonoo, vide pages 1004—1100, vol. ITT. 
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Q. —About the question of audit, do you consider that the system of audit 
carried on at present among the co-operative societies is good P 

A ,—It is fairly good, but better audit could be arranged. 

Q. —How? 

A.—I am in charge of a co-operative audit union here which audits the 
limited liability societies. As such I think that an independent organisation 
for purposes of audit on an elaborate and detailed basis is necessary. The 
audit carried on at present by Government through their inspectors is no 
doubt efficient but it could he made more satisfactory by making it more 
detailed and elaborate. 

Q. —Is the present audit of co-operative societies not sufficiently detailed 
in your opinion P 

A. —With your permission, I may say it is not. It is impossible for tho 
co-operative inspector to verify ull information that is furnished during 
liis audit, in the very short timo at his disposal. For instance, loan trans¬ 
actions and papers relating to the same, property statements, etc.,—all theso 
details are impossible to Im verified by on auditor within the time allowed. I 
therefore am strongly of opinion that there should ho a separate organization 
for the purpose. 

Q .—Would it not cost the societies a great deal? Can tho societies afford 
to pay for the audit P 

A. —T think the societies must pay for that audil. Efficient audit is an 
important duty. 

J .—How many days does an auditor take to audit a village society? 

.—I do not say that village societies give any great trouble to the 
auditor. 1 am only referring to big urban banks. The village society’s audit 
will require periods ranging from .‘1 to 10 days, according to the operations 
carried on by the society. 

Q. —Who does the audit of big urban hanks? 

A.—During the year 1927-28 it was done by the departmental inspector. 
Tt gave him very great trouhle, but still he was able to do the audit satis¬ 
factorily. f hope the audit this year 1929-30 will he very much satisfactory. 

Q .—Do you think that the Government audit at present is not satisfactory P 
A.—No, I do not make such a statement. The audit by Government 
Inspectors so far as village societies are concerned is .satisfactory enough, hut 
with regard to big urban banks 1 think it must be improved. 

Q .—How long did it take the auditor to audit the Erode Urban Hank? 

A.—ft took him practically 25 days for the fin a 1 audit of the bank. In 
the first instance it presented a lot of difficulties. The stall employed by the 
bank are not adequate and do not possess adequate knowledge of accounts. 
The entries were so irregular that the auditor experienced very groat diffi¬ 
culties to draw up the balance-sheet. The Assistant Registrar in fli<j end 
came to his rescue and the audit was completed. 

Q .—Do you find that the training given in the co-operative institute here 
to tne staff is satisfactoiy P 

A.—My own opinion is that the training given in the institute is quite 
good so far as work among rural co-operators is concerned. As regards hank 
clerks, I do not think that it is sufficient. We have deputed a oleik this 
year. I have my own doubts whether the curriculum of subjects he has to 
study will make him an efficient bank clerk. 

Q. —Is there not a special class for bank clerks P 

A.—1 do not know whether such a class has been organised. If one is 
started like that, I have no doubt that it would be a great advantage to the 
bank clerks and to the banks as well. The banks will he certainly willing 
to avail themselves of such a training. 

Q ,—Do you consider that these students who are trained out of the insti¬ 
tute, are really improving the working of co-operative societies? Are they 
taking any interest in improving them? 

A.—It is hardly possible to pronounce judgment in this matter now. It 
1 b only recently tne school was started and I cannot say what effect it has 
produced up till now. 
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Q .—Your view with regard to indigenous bankers is that they should be 
strengthened or that they should be absorbed into banking organizations? 

A .—indigenous bankers as a class are a valuable factor. They have got 
local experience and wo must make use of them for a better ideal. 

Mr. Gopala Meiwn : What are the different classes of indigenous bankers 
in your district? 

A. —1 do not know how far the word banker applies to the class of people 
known us such. There are Nattukottai Chettis who do not receive deposits 
but do banking business. There arc also Murwaris, Multanis and other 
classes of people who do regular banking work. 

Q .—Do you call Murwaris, Multanis and Nattukottai Chettis as indigenous 
bankers ? 

A. —Yes. 

Q. —You want the indigenous banker to !>e trained to be absorbed or to be 
subordinated to otlior banks ? 

A. —My impression is that they should get absorbed as persons who will 
take up responsibilities in the conduct of tho co-operative aud joint-stock 
movements. 

Q .—Whut is their present day relationship with those institutions.'' 

.1.—Several of the indigenous bankers carry on business independently 
without having any connection with them. Some are connected with the 
Imperial Bunk or the Indian Bank. But in such cases their connexion, 
especially that with the imperial Bunk, is no doubt to their advantage, 
lie stands as a guarantor for distribution of the money from the Imperial 
Bank without lieing subject to any sort ol‘ control over him. He discounts 
liuudis. He has no restrictions placed upon him. He is able to lend ut 
12 to 30 per cent. 

(J .—J want to know whether they lorm a connecting link ill financing 
trade between the villages and the towns with otlior financial institutions 
such as the imperial Bank and joint-stock banks ? 

A .—They form a connecting link. Under the imperial Bank Act, the 
scope of work is restricted more from tile point of view of security than pur¬ 
pose. No restriction has been imposed upon tho indigenous hanker who gets 
the bills discounted at the Imperial Bunk regarding tho pnijioso for which 
he should advance. His money reaches even the. agriculturist. His influence 
is becoming (urge in the villages. 

Q .—is it possible to wipe out his influence? 

A. —Yos. 

y.—You want to create a eo-ordinution between the indigenous banker, 
the joint-stock banks and the 1'mpuriul BankP 

A. —Yes. Tho position of the indigenous buukers at Erode is this. There 
arc four Multanis. One of them has got credit with tho Imperial Bank to 
the sum of Its. 12 lakhs, unuthor Ks. 14 Jukhs and another Bs. 4 lakhs. These 
people go on discounting liuudis with hurdly any capital. They stand as 
guarantors. Two persons countersign and one cashes it. He. gets the profit. 
Tlicir attitudo towards the indigenous bank is that of a middleman because 
ol' bis anxiety to distribute us much money us lie can. He lias no eye on 
credit. Ho does risky business. His profits are so large that even if two 
or three fail he is able to survive. 

Q .—He knows the local conditionsP 

a.—Murwaris coming from Sind do not know much of local conditions. 
At first they w'ero all doing business independent of each other. They have, 
however, uow combined and exchange information every evening. 

y.—Do yon not think that these indigenous bunkers are working in ureas 
where banks cannot go aud plant an office? 

A. —They go and make profits for themselves where there are no branches 
of tho Imperial Bank or joint-stock hank. I do not mean that they do not 
go to such places and work there. They go far into the country. 

9.—Do you not think that it is better that the work of financing these 
rural parts should be left to the indigenous banker than to the branches of 
Imperial Bank or joint-stock banks? 

A. —It is a question of sentiment. 
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<?.—How is the indigenous banker looked upon? 

A .—1 have been developing a sort of dislike for liim. His attitude is 
bad. His outlook is bad and he has no nutioual sentiment. Through joint- 
stock banks and cooperative organisations we have been able to keep down 
the rate of interest. 

Q .—Is it possible to wipe out his influence ? 

A. —We should not wijje him out, though it may be possible. We should 
try to assimilate him by making him deposit his funds in the joint enter¬ 
prise and giving him large responsibility in the management. 

(J .—You want to see that he works in co-ordination with the co-operative 
institutions Y 

A. —Of course if it is inevitable that he should be an independent unit. 

Q .—To assimilate hiniP 

,4.—Tt is the Itest, if possible. 

Q. —How can you assimilate!' By absorption or by co-ordination with 
other financial agencies ? 

A .—By absorption if possible or by co-ordination ; he should try to adjust 
himself to the changing conditions and weals. 

Q .—What is your objection lor his t>eing kept as a primary unit in a 
banking Federation if a federation is created at all? 

A. —No use unless his angle of vision changes. Suppose a man lias .o 
liorrow Rs. 2.000. A co-operative bank will work to the purpose lor which 
it is needed as well as to the convenience and repaying capacity of the bor¬ 
rower. None of these are matters for concern with uu indigenous banker. 
He only looks forward to the. return of his money with as much benefit to 
himself as possible. The outlook will be different even in the matter ol 
collection. 

V-—What ure your proposals!' Can you suggest any way by which ho 
should be brought into a bunking federation? 

A. —Must be by enforced legislation and control by a central organisation 
in regard to policy and practice. Control by proper audit or inspection is 
also necessary. 

Q .—What is their outlook towards the co-operative movement? 

A.—It is true that their business is affected by the growing strength of 
the movement and they have learnt it. They now look upon with jealousy 
and suspicion the movement though originally some of them were taking 
interest in it. The continuance of the indigenous banker with all his singu¬ 
larities is a menace to the growing strength of the movement. He must 
lie turned into a co-operator and absorbed in the movement or should lie 
made useful for financing only where the movement has not extended. T 
will even go further and make him take charge of the credit side of the 
movement and carry on the business, if he would bring his resources into it. 

Q. —You can probably do it in your area. But what about other areas? 

A .—I am not positive that he should lie exterminated. I do not want 
that he should be destroyed. But the only difficulty is about the form of 
retention if he should lie retained in some form. He should have a different 
vision and a different sphere of operation. 

Q. —Your position now towards him is that he is responsible to some 
extent? 

A. —His object is to gain and nothing else; he has no national outlook. 

J .—Is that due to the high rate of interest ? 

.—The very angle of vision with which he deals with his clientele will 
make it clear. He charges a high rate. In the matter of collection he has 
no sympathy. 

Q ,—Suppose a legislation to reduce the rate of interest in the country 
is introduced. Can we in that way bring about co-ordination? 

A. —It would be possible to absorb him in that way, We must develop a 
grip on him. He must be made useful to the society by being made to charge 
a legal rate of interest. 
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3Ir. Thomas : In your memorandum you have said that capital is shy „o 
far as other kinds oi investments are concerned. Now may ) know whether 
this shyness of capital is true? 

4.—J have referred in my memorandum to the spectacular effect caused 
by failures of hanks. People have not recovered completely from the effects 
of hanks’ failures (e.g., Arhuthnot Bunk). There is a rapid tendency now 
towards resulting to deposits liy people who have money, because privuto 
lending has turned out to lie a most onerous and a very dirty business also. 
The effects of the insolvency Act ure so demoralizing that any sensible mau 
would he content with a small rate ol interest, ii be could f>e sure oi las 
money in a safe c-oncern. 

V-—Have you had any experience o) Indian joint-stock banks? Has any 
joint-stock company succeeded in South India? 

A .—1 have no conception. The Indian Bank is coming up. ft is our 
duty to sec that whatever little money wo have is made to flow into the bank 
lor the liencfitof thd country. 

Q. —Joint-stock banks are becoming competitors to co-operative bunks. 1 it 
what way ? 

4.—The indigenous bankers who arc availed of lor circulating lands of 
the largo joint-stock banks and the small joint-stock banks that deal directly 
witli the borrowers, ure all prepared to (lad a market for them regardless of 
the capacity ol the borrower and by reducing the rate of interest in the 
matter of issuing loans. Such a competition exists at Erode. 

Q .—You recommend that the joint-stock banks should have tlieir own sphere 
of activity? 

4.—I think that some such 1 'cstrictiou should he imposed. As it is, tlieir 
activities are confined to the towns and extend even to the members of the 
urban hanks. At Erode any member ol the urban bank can go to the town 
hank with jewels and get IIs. 300 or lls. 400, as loan in no time. Many 
members of the Erode Urban Bank are resorting to such loans. The town 
hank lends at 9 per cent. On a mere application with a jewel the loan could 
lie had in no time. The Coimbatore Town Bank is competing thus with the 
Erode Urban Bank. 


0 .—Is it not legitimate? 

4.—It may be, but there are the co-ojierative banks with their ideals. 
Tile competition only tends to multiplication of debts that are not for useful 
purpose and to indebtedness. The co-operative banks do good business. 

Q .—In your opinion what should be the principle of differentiation lietween 
the joint-stock bunks anil co-operative banks? 

4.—So far as the village is concerned 1 would not ullow anybody to go 
into the village as there are the co-operative institutions. The urban hank 
must develop. The imperial Biink must be prepared to help the urban banks 
by discounting himdis in the second instance. In the district centres the 
activity of the joint-stock hunks might grow and explore the field. 


Q .—Naturally there will he competition? 

4.—'The field covered hv the co-operative movement will he practically 
limited to the villages and the siiiull towns. 


Q .—Would you like to have branches of the joint-stock hanks in such 
centres ? 

4.—If it exists it ought not to work in competition. Such institutions 
should not deal with the members of the co-operative banks. 


Mr. Gojxila Menon : If lie gets at a lower rate of interest? 

A. —I have no objection for the borrower getting money from the joint- 
stock company. 

Mr. Thomas .- Is it your view that urban hanks should discount trillsP 
4.—Yes. 


S .—Are you doing it now ? 

.—1 have not done it. 1 will try. Tt is done in Bombay. 

T?ic (lhainnnn : Would you restrict the bills to members? 

4.—That is my object. A difficulty comes there. 

0.—now would you restrict their businessP 

.4.—1 want this Committee should propose some stamp duty exemption, il 
the co-operative banks are to discount bills and bundis, 
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Mr. Thomas: There is great disparity between the uank rate and the 
bazaar rate. What is it due top 

A .—Because the Imperial Bank cannot have any control against their 
Marwari shroffs. 

Q .—How can we reduce such disparity? 

A .—The borrower must get money at a cheaper rate of interest. 

Q .—So far as 1 know the real difficulty in the way is thm that we do not 
deal' in proper commercial bills. But ussuming that such bills exist, do you 
think that co-operative banks could do it, without sacrificing their essential 
principles? 

A .—’The commercial banks may discount these bills. Probably the co¬ 
operative banks can also do it. In India especially, it may be necessary. 

Q .—How may we reduce the rate of interest in this country? 

,1.—If we want to reduce, the Imperial Bank should have dealings with 
the merchants direct. While it was the old Madras Bank, it had a large 
volume of business with them direct. Now it has got only a few customers. 
At that time they were making large profits. 

Q .—They now deal mostly through tho Multanis or other shroffs. But they 
are a useful intermediary, it they lunetion us real bill brokers, arc they not? 

A .—In foreign countries bill-brokers are reasonable beings who arc 
amenable. 


(J .—Can you not make them reasonable here us well? 

A.—Here tho Imperial Bank would finance the Marwari at C per ceut. 
He lends at 10 per ceut. 


Q .—Is not the Imperial Bank prepared to lend to men of standing on 
reasonable terms? Why do not merchants go struiglil to the bank. Bather 
they are satisfied with borrowing on an accommodation bill from a Marwari? 
If a bill has genuine commercial transactions behind it, why not go straight 
to the Imperial Bank? 

• A .—It may be so. 


The Chairman : You say in your written memorandum, that owing to 
excessive control by the department, expansion work cannot be done in the 
co-operative movement. Can you give us un example? 

A.—As tho President of the Erode Urban Bunk I have been milking very 
muuy proposals which huve been turned round. There was nothing wrong 
ill iny proposals as fundamentally opposed to the principles of the co-operative 
movement. It was something in contradistinction with the policy prevailing. 
Wo could be given a chance to try. II the endeavour is successful, it will 
load to useful results. 

y.—How to finaucc these primary societies? 

A.—Wc have been financing even the village societies at first. 'Tho urban 
bank was allowed to do so, uuder the old by-laws it had. This policy of 
financing primary societies by the urban bunk wus continued and soveial 
societies were organized within the limits of the town itself. They were 
enlisted as members by the bank uud financed. When model by-laws were 
introduced for the urban lmuk after enunciating the policy of opening central 
financing banks, no provision existed for financing societies by the primary 
urban hank. The Erode Urban Bank adopted the model by-laws, without 
probably paying attention to this aspect of the question but continued to 
keep on the societies as momlicrs and finance them. There are about 11 socie¬ 
ties on the list. The department wants tho societies to bo removed from 
membership as being opposed to its by-laws, as well as the accepted policy 
of tho department. The bank is pleading for u recognition of the old policy 
in regal'd to its operation, as that would facilitate an intensive operation 
within its area of operation, without the danger of uuwieldiness. If tlic 
bank could offer facilities, there would be about 20,000 men who would come 
in as members from withiu the area. For purposes of convenience and better 
administration, it would be desirable to nave them organized into groups 
and affiliated to the mother bank and it could not conflict with the interests 
of the central bank. 
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Mr, Thomas: In the beginnings of a movement of this nature is not the 
conservative spirit necessary l'or laying down strong foundations ? 

A. —Now the movement is not in its initial stage and we have produced 
sufficient co-operative workers and what is necessary is only a proper pulling 
up. If that is also there then the co-operative movement may be worked 
with greater results. 

Q. —It is said that co-operators who in the beginning show enthusiasm, 
lose their interest later or even utilizo the movement for some other extra¬ 
neous purposes? Is there any truth in it? Should we not be cautious in 
launching upon experiments which have received wide support? 

A. —The Penal ('ode has been in existence long and in spite of that crimes 
still continue to be committed. So long as the co-operative movement is a 
mass movement there is Ixnind to lie defects here and there. The question 
is only one of degree. Is the tone of the co-operative movement in good order 
or not? That is the point with which wc arc concerned and T may say that 
the tone of the movement is in very good oiiler. What little defects existed 
before have been rectified. Every now and then of course wo will have to 
take stock. 

Q. —When you spoke a little while ago about the indigenous bankers did 
you have in mind the distinction between the village money-lender and the 
organized bankers of towns? 

A. —Oh, yes. T do not propose to take all the money-lenders as indigenous 
bankers, hut as T told you in the accepted meaning of the indigenous hnnker, 
even persons who do not accept deposits and do not do hanking business by 
means of drawing lmndis discounting them. etc., have been treated as indige¬ 
nous hankers. Even the professional class of people whose business is money- 
lending but who do not carry on acceptance of deposits, discounting, etc., 
is classified us bankers. We cannot find many indigenous bunkers wlio do 
that business. All the Nattilkottai Chettis are not doing banking business 
in that sense. 

Mr. Muthinh Chrttiynr: Have you any idea of the total amount loaned by 
the indigenous bankers and the money-lenders? 

.4.—T have no idea. 

Q .—It is said that five-sixths of the loanable capital available is advanced 
to the ryots by the indigenous bankers and the remaining one-sixth only 
by the others. Do you know' that? 

A .—Tf five-sixths of the loanable capital a re advanced to the ryots by the 
indigenous bunkers, then the capital of others also might have reached the 
ryots through the indigenous bankers. T liolievo that the whole five-sixths 
would not belong to the indigenous bankers. At least n good portion of that 
must be other funds passing through the indigenous hankers. 

Q .—Do you know the proportion of the Imrrowcd capital of the indigenous 
bankers of any community to their own capital? 

A. —I cannot give any statistics. 

Q .—So far as the Nattukottai Cliettis are concerned we had information 
that the borrowed capital is only 20 to 30 per cent of their own capital. 
Do you accept the statement that there are scores of money-lenders who do 
not take any deposits at all? 

A. —There are money-lenders who do not take deposits. 

Q .—Of the total money invested by all money-lenders do you not consider 
that more than a major portion is tlieir own capital? 

A. —T believe that except in the case of the Marwaris and Nattukottai 
Chetti firms much of the capital of the indigenous bankers iB their own. 
I believe that as a rlass the Nattukottai Chettis cannot be said to do very 
much business with liorrowed capital. 

Q .—What about the money-lenders excepting the Nattukottai ChettisP 

A .—Excepting the Nattukottai Chettis, the Marwaris and the Multanis 
and all other indigenous bankers in these parts, the money-lenders deal with 
their own capital. 

Q .—Why do you not take the big Gomidas who deal with an amount of 
Rs. 5 lakhs? 

A. —AH other money-lenders have their own capital. 
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9-—■'When I said that five-sixths of the money loaned came from the 
indigenous bankers, you remarked that most of that money should have come 
from the hanks through the indigenous hankers. But now you say that many 
money-lendeiib deal with their own capital. How is that? 

A.—When I said that a good portion of the loaned money reached the 
ryots from the banks through the indigenous hankers I had in mind the case 
of the present Mnrwaris aiul Multanis. 

Q .—Do they not get their own money from their community men? 

A.—True. Their money in Mavwar is available as security for credit 
being taken here and out of the profits earned here a portion goes to the 
man who offered security. That is liow they do business. At any rate when 
they come here they do not come with much money. 


Q .—Can it not lie tlmt the Militant who came and established his business 
here is only doing the business of a branch of a big bunk at Marwar or any 
other place P 

A .—1 have not heard that the Mnrwaris here have got branches elsewhere 
or that they are the branches of hanks in other places. 


Q .—Have you not hoard of Mai-war is bringing money with them when they 
came from Marwar? 

A .—f am not aware of such cases. But in my experience I have not seen 
Marwaris bringing a large funded capital from their parts for purposes of 
distribution. In all these questions nnlortunately each man has to talk trom 
his own experience. 


Q .—Do you agree with the view that thp indigenous hankers and the 
money-lenders have loaned very large sums of money to the ryots and to other 
people? 

A—Yes. 


Q .—Your object is to replace the indigenous hanker either by absorption 
or by something else. Do you want him to take shares in your co-operative 
movement P Will lie have the confidence to invest the money in the co-operati re 
movement? 

A.—T do not invite his capital alone for the co-operative movement. I 
invite his capital and I also invite his mniingoment. Let all indigenous 
hankers join together and Jet them conduct their business on a joint-stock 
basis. 

Q .—Have you heard that private management is more efficient than joint- 
stock management, as there is more incentive in the ease of the individual 
to work for himself? 

A.— It is because the individual wants to make all the profit to himself. 
But in the ease of the joint-stock enterprise ii the service for the work of 
collection is paid and organised on efficient lines, then, this will also he good 
enough. 

Q .—Then if the collection is not good the financial position also will 
not ho sound ? 

A.—We have only to refer to precedents in regard to that. 


Q .—Do you know that in this Presidency the individual hankers are able 
to collect money more efficiently than the joint-stock concerns? 

A.--1 do.not know what is taking place in the other parts of the world. 
So fav as this district is concerned, we have no reason to apprehend that the 
collection work will not he so efficient ns in the case of the'individual money¬ 
lender. 


Q .—I put it to you that the indigenous hanker of to-day will not lie for 
joining the eo-oporativc movement for 50 years to come from now. How will 
you legislate for a class of persons who lend a major portion of the money 
that is actually loaned? 

A.—My jilnin answer is this. I do not possess much faith that by means 
of legislation alone it could Ik* achieved. What ought to he achieved by 
faith and as an ideal cannot he achieved by means of legislation. We must 
make the individual lmnkor understand that if he proposes to continue .in 
individual hanker he cannot add one pie more to his fund than if he were 
one of a joint-stock concern. 

Q .—What yield would you consider as justifiable? 

A.—file yield of 6 per cent is a bumper crop I would say. 
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Q .—I may tel) you that the investment in the Government promissory notes 
gives an interest of 8 per cent, and that there is no necessity for taking any 
risk of lending and collecting and going to court and all that. Tf that is the 
case with the Government promissory notes, how do you justify your state¬ 
ment that 6 per cent would be a reasonable yield to the money-lender ? 

A. —The Erode Urban Bank has got a deposit of about Ra. 4 lakhs and the • 
maximum it offers is 6 per cent. 

Q. —My point is when a person can get 6 per cent on Government secu¬ 
rities and on deposits on Government . bonds and 9 and 10 per cent out of 
safe investments in very good companies by way of interest and dividends, 
how can you expect these bankers to invest their money with the eo-operotivo 
hanks and be satisfied with 6 per cent yield ? 

A. —I do not admit that what you state is correct. In the first place I 
do not admit that the Government is taking loans at 6 per cent. 

Q. —Do you know that the rate of interest on the treasury bills works out 
to 6 per cent? 

A. —No. I have calculated it and it comes to a little loss than fij per 
cent. Tf you are going to have all your money in Government bonds, by all 
means do it. Then it will come to us from the Government. 

Q .—Leave alone the Government bonds. Are there any number of com¬ 
panies where you can get better dividends? 

A. —That is why T have been saying that a national outlook is necessary. 

It is not entirely the self that should be cared for. 

Q .—Do you think that your suggestion about the assimilation or absorption 
is a practical one. or is it merely an ideal ? 

A. —I think that it is quite a practical proposition provided the whole 
thing is dealt with in the angle of vision which it is necessary for one to 
have. 

y. —Would you not be content with this, namely, you develop your co¬ 
operative movement in any manner yon like and let it have its own effect 
on the rates prevailing in the country and let it have its natural course 
to run? 

A. —I am not one who is enamoured that the borrower should borrow only 
from the co-operative bank if there is another man to lend to him on the 
same terms and with the same angle of vision os the co-operative society. If 
it conies to that T am sure that the indigenous banker would not care to 
lead a separate existence. 

Q. —Will it do if you go on developing your movement os you like and 
allow the indigenous hankers to exist as they like? 

,1.—T would like to be allowed to go on without the obstruction on the 
part of the indigenous hankers. 

Q. —But till now you have been going on. Is it not? 

.4.—Till now they have been nurturing us without knowing whom they 
were nurturing and what the result will be. T can give yon a number of 
Nattukottai Ohettis who were dealing in lakhR of rupees before but now as a 
result of the co-operative movement are not dealing in os many thousands 
of rupees. 

y. —Let the movement affect them in the normal course of events. Why 
do you say that legally these people should lie taken or some other thing 
should lie done? 

.4.—The whole thing is this. There is a Banking Enquiry Committee which 
is doing something to regulate the growth of the hanking movement in the 
country and T want this aspect should lie considered. 

y.—Tf it is not a practicable thing, shall we rest content with improving 
the co-operativo movement alone ? 

A .—Else you will have to give up the co-operative movement in the country 
and consequently the people would he lost in the hands of the indigenous 
bankers, 

Hfr. ft opal a 3 tenon : If both the co-operative societies and the indigenous 
bankers work side bv side, will that not produce the effect of bringing down 
the rate of interest by means of competition ? 

A. —The one will no doubt act as a check upon the other and there is a 
limit up to which action and reaction can go. Beyond that it would not he 
advisable to allow it to go. Because of the co-operative movement they give 

56 
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now at a reduced rate of interest. If to-day they are able to draw away 
all my customers and if they would be satisfied with a lesser rate of interest 
and u they continue to do so for some time, then the result would be that 
the oo-operative movement goes down. The conduct of business at reduced 
rates must be with them a matter of faith. 

Q .—Why should the movement go down? You can reduce your rate of 
interest also P 

A. —How long is this race to continue. All that we are trying to do is to 
make a man not to exploit upon the wants of the people. 

Mr. Mvthiuh Chettiyar ; Can you prevent competition under the common 
lawp 

A. —I did not say that, 

Q .—You said that the Multani gets money from the Imperial Bank at the 
rate of 6 to 7 per cent. At what rate do the other money-lenders get from 
the Imperial Bank ? 

A. —They get it only at an interest of 1 per cent above the bank rate. 

Q .—You said that some of the Marwaris have credit to the extent of 
Rs. 12 lakhs, Rs. 10 lakhs und Rs. 8 lakhs with the Imperial Bank. Do 
you not think that that credit is not confined to them only but is the total 
credit for all the branches of the chief firm of which the Marwari represents 
one branch ? 

A. —There is one Haribhavandas Sait who has such u large credit with the 
Imperial Bank and I learnt that tliei-e is no other firm of the name either 
here or anywhere. If his bank were a branch T do not know whether the 
head office or other branch has got a different name. 

Q .—You said that they compete with the co-operative societies? 

A. —Yes. Their operation is a competition with the co-operative societies. 
The Imperial Bank can us well lend to the Erode Urban Bank and float their 
money through that bank. 

Q. —Tb there anything now to prevent them from doing that? 

A. —None; let them do that. 

Mr. Goixila Me non : Have you ever offered sufficient securities and been 
refused credit? 

A. —Yes. The securities we considered sufficient were not acceptable to 
the bank. 

Mr. Muthiah ('heftiyar : Is it not due to the fact that the co-operative 
pro-notes of the agriculturists arc not for short-terms, and that tne bank 
wants short-term bills? 

A.—In the Bombay Urban Bank it is said that three months hundis are 
discounted. It all depends upon the line on which co-operative hanking is 
done. An urban hank finances generally only short-term needs. 

Q .—You say that these co-operative banks should be given facilities in 
the central banks or the provincial hanks. Do you know that these banks 
take deposits at six and three months P For long-terms how will they be 
able to meet their demands? Do yon want the central urban bank or the 
central reserve bank to do that? 

A.—I do not want the central or the reserve bank to undertake the 
financing of long-term needs. It is admitted on all hands that it ought to 
be by an organisation on a different basis, able to draw long-term capital. 
The central reserve bank ought to he the supervisor, the financier, the parent, 
the father and the mother, the lifespring in India of banking and to that 
institution must come the oo-operative bank, the joint-stock hank and every 
blessed activity and it is that which must regulate and co-ordinate all our 
business. 

Q .—You said that persons dealing with co-operative hanks ought not to 
be given any loans by any other joint-stock bank? 

A. —Yes, a co-operative bank which takes in a member must bo able to 
satisfy all his needs. 

Q .—Have you heard of co-operative societies Iwing taken advantage of by 
local people, panchayatdars, pleaders and money-lenders? 

A.—Yes, also for electioneering. Tf a merchant becomes a member of the 
directorate, all his customers who are in arrears are made members and made 
to apply for loan and get the same. So also with persons who are bankers. 



448 


Such cases are still lew ill numbers and we should not on this account begin 
to decry the movemont. It is not u defect of the movement but a defect of 
the people. 

Q .—What about the pleaders increasing their practice? 

A.—In the co-operative field there is nothing to be gained by the vakil, 
except perhaps he can by working there come into contact with so many 
people and that may ultimately lead to increase in clientele. 

Q .—The vakil may try to recover old or bad debts? 

A .—Wherever human feeling is selfish such things will exist. 

Q .—Do you know the interest charged by the banks at Erode? 

A. —The town co-operative bank charges 9 per cent for loans on security 
til gold and silver. The urban bank is lending at Its. 10-15-0 per cent. 
If the instalments are repaid regularly a rebate of interest is granted and 
the interest actually paid then is only Rs. 9-6-0 per cent. 

Q. —Wliat is the interest on pro-notes? 

.4.—It may be slightly more. 

Q .—What is the percentage of ovordues in your bank? 

A .— It is about 17 per cent of the outstandings as there is no effective 
supervision over collection. 

Q .—L want to know the rate of interest charged on over dues? 

.4.—it' u mini runs into arrears he loses the right to get a rebate, and 
ultimately has to pay ut the rate of Hs. 10-15-0 per cent. 

31 r. llanttted Stilton Movhttir : You have just told its that the co-operative 
movement has lieen advancing money in the rural areas as well as in towns, 
Imt can you tell me whether the bank advances money to the smaller merchants 
in towns? 

.1.—Yes. One of my ideas is to request the committee to recommend the 
introduction of an Act I or amending the Transfer of Property Act to enable 
co-operative banks financing small merchants without risk on the continuing 
mortgage system. Now within the limits to which co-operative societies could 
finance members, they can finance on the borrowing member executing a 
deed with immovable property as security. The Registrar once issued a 
circular to all co-operative societies, to introduce what is known as the 
‘ continuing mortgage system ’ hut there is a defect in that also. If a 
continuing mortgage deed is drawn say for Its. 2,000 the man could operate 
upon it as if it is a current account overdraft and could draw to the extent 
ol Rs. 2,000 without extinguishing the liability fully. The difficulty arises 
like this. Suppose he borrows to the extent ol' Rs. 1,000. Two months alter 
he repays Rs. 500 and then again borrows unother Rs. 1,500. If in the 
meanwhile he had borrowed Rs. ,2,000 from another person and had executed 
a mortgage deed to him uml that other person had innocently and without 
the knowledge of the deed executed to the co-operative society advanced to 
him the money, the subsequent advance by the co-operative society loses the 
right of priority. That is the difficulty. In the Transfer of Property Act 
as has been amended recently there is a provision that ‘ registration implies 
notice ’. 

The < 'huinnun : The continuing guarantee agreement would have the same 
effect. Would it not? 

A.—No. Sections 79 and 93 of the present Act protect the innocent person 
who so adrauces money, without the knowledge of mortgage or guarantee 
existing in favour of the co-operative society. He gets the priority for his 
advance, but I do not kuow whether in the face of provision in the amended 
Transfer of Property Act that registration implies notice it would still be 
possible for the third person to claim that priority for want of notice because 
it is purely a question of construction and quibbling. If the existing Act is 
not considered satisfactory to enable the urban banks to do courageous busi¬ 
ness, it should lie amended and the advances on the continuing security 
should all have priority and all intervening advances shonld not have 
priority against the claims of the society. 

Mr. Thomas : Is there not some competition between the nidhis and the 
co-operative societies in this district? 

A. —Yes. 
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f.—Toll have got some experience in the working of the uidhilf 
L. —Not in the actual working. 

0.—Do you think the working of nidhis is such as to inspire confidence 
in the public ? 

A.—Not in all cases. There is always a feeling of insecurity in the minds 
of depositors, i can refer to two or three cases in the district that ended 
in failure because they were not able to command public confidence. The 
£rode Bank, Ltd., is doing only collection work. The Ratna Deepika 
Nidlii, Ltd., is in a similar condition. Joint-stock enterprises which started 
with high trumpets have not been able to successfully appeal to the imagi¬ 
nation of the people. 

V.—Are the nidhis mutual benefit societies or are they rather commercial 
banks ? 

A. —I cannot cull them commercial banks in the sense of a true commercial 
bank. Practically it is a mutual benefit society. 

Q. —But they lend to nou-incinlicrs und do practically all the business of 
u joint-stock bunk? 

A.—Borne Institutions have been lending to meml>ers only but others there 
are which advance to non-meiuliers also. 

Q .—How do they apportion the profits? What part do the directors get? 
A .—In some nidhis the directors get a fat sitting fee but 1 do not know 
of any nidhi where the directors get a share of the profits. 

f ,—You are not aware of the proportion of the profits they get? 

.—No. 

Q. —Do you know of any directors who borrow from the nidhis and lend 
to outsiders at higher rates of interest? 

A.—All such abuses thut one can possibly think of, may exist but it is 
only a question of degree. 

Q. —Is there much money deposited in the nidhis? 

A.—I had myself deposited monies in the nidhis. Several of them are able 
to draw deposits by offer of higher rates of interest. 

Q. —Do you think your deposits are secure ? 

A.—My motive was a higher rate of interest. A sense of insecurity always 
prevailed. 

Q .—Do you think the nidhis ought to be brought under legislation? 

A.—By all means whatever is worth the name oi a bank should be brought 
under legislation. 

Q .—Do you think that the Indian Companies Act is sufficient lor that 
purpose? 

A. —No. When speaking about the development of joint-stock enterprise 
1 wanted to mention, that iu the way in which the Government is exercising 
supervision over co-operative credit societies, they must bring to bear an 
effective supervision ovejr nidhis. 

Q .—Do you think the nidhis can lie transformed into proper joint-stock 
banks? 

A.—They could be converted into joint-stock enterprises and if they are 
controlled and regulated in the way in which the co-operative societies are 
done, they would also thrive. As a matter of fact there are defects, but they 
can be remedied. 

Q. —In spite of such defects there are numerous nidhis in this district? 

A.—Yes. There are a large number of nidhis in the Coimbatore town and 
recently some have been started in Tiruppur. In Satyamangalani also there 
is one nidhi. 

Q. —Do they not call for the attention of Government? 

A.—Certainly; they do require the attention of Government. 

Q. —What kind of regulation or restriction would you suggest? 

A.—1 said the Government must seek to exercise its regulation by inspec¬ 
tion and audit through proper channels. Government should periodically 
inspect these concerns and bring to light their true position so that the 
investing public may get an idea of the correct position of the nidhi. The 
Registrar of Assurances is now doing nothing. Ho has no power of initiation 
or inspection and does not call for any information. Every year the joint- 
stock companies have to file some papers and he simply files them. 
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Mr. Muthiuh Chettiyur : In there any defect iu the present system uk lend 
registration Y 

A .—1 here some ideas on that and one is that individual pattas or 
unilateral gattas should be issued for every survey number with descriptive 
reference to the property. To-day puttas are issued for several survey numbers 
and for several persons together, so much so that even a learned man is not 
able to know sufficiently of his properties. If he wants to know anythiug 
he has to go and fall at the feet of the kurnam and that officer rarely obliges 
him. 1 do not know how it will react on the Government in the matter of 
cost. If this is done, ut least 25 per cent of the present litigation will come 
to an end. 

The Chairman : Are you contemplating a putta as a title deed? 

A. —Yes. Whether you consider it as title deed or evidence of title, much 
of the present litigation arises on account of the ignorance 'of the people who 
do not know' whut they own. 

Mr. Muthiah Chettiyur: Would you suggest any way by which good title 
to property can l>e given which will not lead to suits saying benami and 
so onf 

A.—It is high time that benami transactions are prohibited. 

(Tito witness then withdrew.) 
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Thursday, 5th February 1980. 
COIMBATORE. 


PBBBENT: 

Mr. H. M. Hood, I.C.8. {Chairman), 

Mr. 1*. J. Thomas, m.a., b.litt., i*h.d. 

Mr. C. Godala Meson, m.l.c. 

Mr. M. A. Muthiah Chettivab, b.a. 

Khan Bahadur V. Ha meed Si'J.tan Mahkaib Sahib Bahadur. 

M.R.Ry. R. S. SUBRAHMANYA AYYAR Avargal, Secretary, 
The Gobichettipalayam Urban Bank, Gobichettipalayam. 


Oral evidence.* 

The Chairman ; You arc interested chiefly in the urban iorin of co-opcrution 
in Gobichettipalayam ? 

A.—1 am the Secretary of the Gobichettipalayam Urban Bank. 

Q .—And what you have to sa.v about cooperation is from the point of 
view of the urban co-operative society? 

A.—Yes, from the point ol view of the urban co-operative society. 1 
am also connected with the co-operative union and I know something ol 
the work of the rural societies us well. 

y.—You suggest that the sphere ol activities ol the urban co-oporativc 
society should extend beyond the limits of the town. What is the object 
of the urban co-operative society? 

A.—To provide the urbun population with finance. 

V-—Would you not lie going beyond your legitimate sphere of activities 
if you start financing those societies? 

A.—1 do not think so. The Gobichettipalayam union consists ol tho 
Gobichettipalayam town and in the suburbs there are five villages. 1 believe 
that I am in a position to finance all the rural societies of these villages. 
And another matter 1 would like to mention. There was one society, the 
Puduppalayam Society which is near to Gobichettipalayam town. That 
society is now under liquidation and is ot the unlimited type because they 
think that the Gobichettipalayam Urban Bank is more helpful to them than 
the Central Urban Bank at Coimbatore. 

Q .—At what rates do you lend? 

A.—Bn. 10-2-6 per annum per cent. 

Q. —is there any rebate lor prompt payment? 

A.—No. 

Q .—Are you making very good profit? 

A.—Not very big profits. Jn fact till the. rear 1027 the bank was not 
able to pay even the Secretary's bonus properly. In tho year 1028 it was 
possible to meet all the provisions under by-law 55 and this year 1020 there 
was surplus of only Rs. 150, after making all the payments, viz., reserve 
fund, common good fund, dividend and Secretary’s bonus. Therefore we 
are not making any big profits. 

Q.—What rates are, you paying on deposits? 

A.—That depends on the period. For deposits for one year we pay 0 
per cent, between one and two years 6} per cent, and for two years and more 
7 per cent. 


* For written evidence, vide pages 464—472, volumo II. 
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Q .—You think at that rate 10 per cent is the least rate you can lend 
at and still make a decent profit to build up reserves and pay the staff r 
A. —1 believe from the working of the society for the past two years 
that the rate can be lowered a hit but I am not positive. 

J .—Can you lower it below 9 per cent;-' 

—No. 

Q .—At what rate does the village society borrow from the district bank!' 
A.—At 7| per eent. 

Q .—Yon eannot lend it to the local society at that rate? 
d.—l cannot lend at that rate unless I have other deposits as well. I 
am practically rejecting many of the deposits I am getting because I eannot 
find proper persons to whom 1 can lend. 

Q .—Then why do you pay such high rates of interest on deposits? 

A .—The rate of»■interest before I took charge was between 7 and R 
per cent. First 1 reduced it to from .5—per cent. But then I thought 
it was not so encouraging and so I raised it by l per cent. i.e.. from 6 to 
7 per cent. 

O.—The District Central Bank is lending to societies at 71 per cent? 
.4.—Yes. 

J .—And thev have got sufficient funds? 

.—Yes. 

().—And thev are making fairly big profits? 

A. —Yes. 

<').—You are suggesting that the urban banks should finance rural societies 
at a higher rate of interest than they can obtain finance from the district 
bank ? 

A. —f cannot lend at anything less than 9 per eent. ft is not always the 
percentage alone that counts. They find themselves under a necessity to 
go to other money-lenders as well because of the delay in getting money 
from the district bank. 

Q- —Why? 

.4.— Because the urban bank does not give them the amount at the time 
at which they require it. 

Q. — T must again ask why? 

.4.—The reason is thut they have to fill up the loan application form 
nnd send them to the district bank. They have not got correct forecasts 

Q .—Was it not suggested that the society should put in their application 
for the loans for their uppro\iitiate requirements sufficiently early and with¬ 
draw it at the time they want it? Are they not doing that? 

A. —Tn my union they are not doing it. The reason why correct forecasts 
eannot be made is that the agriculturists are not able to give us aii idea 
of their requirements. 

Q .—Was it not pointed out that the requirements may be roughly cal¬ 
culated for the land of all memliers at an approximate flat rute per acre? 

.4.—1 do not know of that, but the forecast system is not working in 
my union. 

Q .—Do you remember a circular sent out in 1927 that the urban hanks 
should lie utilized for the distribution of money from the central urban 
banks to the societies? 

A. —That is not being done. 

Q .—The suggestion wus that the village society should keep an account 
with the urhun bank and the. urban bank should keep an account with the 
district hank and that any loan given to the village society should be done 
by crediting the amount to the village societies current account in the urban 
hank. 

A. —In fact I made that suggestion myself, but it has not found favour 
with the district uhban bank people. In fact I am doing the reverse thing. 
I am collecting the money from the village society and remitting it to the 
district bank. 
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Q .—At present you are remitting cash? 

i. —Yes. , 

Q .—And the central bank sends money to youP 

A.—They send it to the society direct. 

Q .—So it goes round in a circle P 

A .—It goes direct and comes back through us. 

Q .—Would it not he sufficient if it was done on a system of credits and 
the society when it paid an amount to a member as loan merely gave him 
a cheque drawn on the current account in the urban hankP 

A. —Yes, it can be done. 

Q.-~ -You have suggested that the urban hank should finance rural societies 
by lending to them direct in their neighbourhood, is not that strongly opposed 
by the central bank? 

A.—Yes. 

Q .—Am I correct in saying that the district central hanks are at liberty 
to borrow from the provincial banks'? 

A. —Yes. 

Q. —And that the central banks and the provincial banks have large sur¬ 
pluses P 

A. —Yes, they have. 

Q.—Your pro posal. I take it, is to divide the work of district urban banks 
and give it to the taluk urban hanks and content itself with a* position 
similar to the Madras Central Urban Bank? What would be the effect oi 
making such a change P 

A. —That would have the effect of producing a number of small central 
hanks, which would function more efficiently and with considerably less delay 
than the district central banks. 

Q. —You state that the present system of very big central banks does 
not help the agriculturists much and that there is very great delay in loans 
reaching the agriculturists. Ts that not so? 

A.—Yes. 

Q. —Do you know at what rate the district urban hanks are borrowing 
from the Madras Central Urban Bank? 

A.—T do not know. 

Q .—They are borrowing from the Madras Central Urban Bank at rates 
between 0} and 7 iter cent and for the deposits from the local boards and 
municipalities, they allow interest not exceeding 4 per cent? 

Mr. Muthiah Chrttiyor: Tn your written evidence you say that the indi¬ 
genous banks and hankers do help the agriculturists in. their own way. hut 
not to. any considerable extent. To what extent do they help the agricul¬ 
turists? 

A.—What I mean to say is that the indigenous bankers care more for 
their own interests than for the interests of the agriculturists. Tn other 
words, if they help the agriculturists at all, it is more with a view to profit 
themselves that they do so, rather than allowing the agriculturists to profit 
hy their lending. The second point is that they do not see that the finance 
they provide is spent in the right direction, that is to say, they care more 
for the amount of interest that they receive out of their lending rather 
than for the amelioration of the agriculturists. 

Q .—Do the merchants work hardships on agriculturists hy advancing money 
and taking up the crop as soon as it is harvested? 

A.—Yes. 

Q .—At what price do they generally take the crop? Do they take it up 
at the market price or at a lower price? 

A.—They generally pay the market rate prevailing on that day, hut that 
is not very advantageous. Supposing for instance the paddy is harvested 
to-day, and the price of paddy per podi is Rs. 24 and that there is a sure 
prospect of the price 'rising up to 27 if allowed to be kept for a month, 
the merchants only pay the Rs. 24 and not Rs. 27. and do not enable them 
to hold it for a month, This really works hardship on the agriculturists. 
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Q. —You My that there is abnormal delay in the co-operative department 
in getting loans. How do you call it a delayP 

A. —It is a very difficult question to answer. There are various processes 
in which delays are inevitable, hut after I submitted this report, 1 made 
some enquiries, and it has strongly led me to the Iielief that if that fore¬ 
cast system which has been circularized by the Registrar is properly adopted, 
there would lie no delay in the disbursement of loans. 

Q. —Does it take a long time for an individual to get money from an 
indigenous banker? 

A. —He gets it as soon as he asks for it. Their doors arc always open 
to him. 

Q .—As one of the remedies to the present system of co-operative banking, 
you suggest that the rule of limitation for the enforcement of a loan or 
decree in rivil courts either by suit or by execution may lie amended by 
providing a longer- period lor the recovery by co-operative banks just m 
the same manner as the recovery of the dues of the Government. If you 
have a long period, do not you think that there will he considerable delay 
in the recovery ? 

.1.—1 only want that the period of repayment he extended to three years, 
in which the utmost delay that will bo caused will We only three year's 

Q .—If you extend it. do yon not think thnt the debtor will get into n 
bad habit of postponing repayment. Even with the present rule there is 
delay in courts and without this, will there not ho greater delay? 

A. —1 do not think that there would be any great delay, simply because 
the rule of limitation is extended. The main reason is that the manage¬ 
ment of a hank changes very often and it is difficult to locate responsibility 
for the default, if any claim is allowed to become time-barred. It often 
happens that when any loan becomes time-barred, all the directors are 
linuled up with penalty for such defaults. This is too onerous a job for 
them and the extension of the rule of limitation will go a grent way towards 
fixing the. responsibility. 

Q .—You say that the statutory requisite to keep 25 per cent of the 
deposits for fluid resource purposes may be reduced to I2| per cent. How 
will then the hank be able to meet the demands of depositors if they rush 
in for money at a time? 

.1.—Depositors rarely care for fluid resources and in many cases the fluid 
resources at present maintained are superfluous. 

().—But according to the Act. the hanks should maintain 25 per cent of 
the fixed deposits. Unless you amend the Act, it will not he possible to 
reduce the amount. And besides will it not lower the opinion of the deposi¬ 
tor about the bank, if the fluid resources are reduced? 

A.—Even with 12J T think the bank can conveniently get on with its 
work, and a shrewd banker will feel no difficulty in meeting any demands 
at u time. 1 do not think a bank will lose its reputation merely because 
of the lowering of its fluid resource. 

Q .—You sny in one other place in your written evidence that it takes two 
months for si man to get a loan from the co-operative rocioty. How can 
you then expect him to wait for two months, if he wants any urgent loans? 
Is it not an inducement for him to go very often to the indigenous banker? 

.4.—That is why T say that he goes to the indigenous bank. 

<j).—Under these circumstances, do yon think you can replace the indi¬ 
genous liankor P 

A.—I do not think that the indigenous bankers can entirely lie replaced. 
They will continue to exist. 

Q .—At what rate does the Coimbatore district urban bank lend to your 
bank ? 

A. —They charge 7\ per cent. 

Q .—At what rate do you lend? 

A.—At 10 per cent on tho average. 


67 
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Q .—What is the total investment in your bankP How much have you 
lent outside and how much is the outstanding ? 

A.—The total outstanding on the 1st February is Its. 93,000. 

Q. —Of this amount, how much is overdue? 

A.—About Bs. 6,800 and odd. 

Q. —You say that the co-operator may take upon himself the role of the 
money-lender, the supplier of manure, the consumer of the produce, etc. Does 
your society supply manure P 

A. —What 1 meant was not that a single eo-operator can take all theso 
roles. 

Q. —Do you know the rate charged by nidhis to the individuals who borrow 
from them? 

A. —There is no nidhi in iny place and I have no connections with any. 
But I can give the rate which a money-lender charges. 

Q. —What will be the net yield of an indigenous banker, taking into 
account his loss and his expenses towards recovery, etc. 

A.—It will be from 16 to 24 per cent. 

Q. —To what caste do they belong P 

A.—They are Nattukottai Chettis and Goundars and others. 

Q .—It is said that the net rate of the gain of money-lenders varies between 
9 per cent and 12 per cent on deposits even when their lending rate is 16 to 
24 per cent. Yon yourself also admit that they are only ordered 6 per 
cent after decree. There is also the court fees and various other expenditure, 
connected therewith. With all this you say that their return on an average is 

15 per cent. How can that he? Should it not he far below that. 

A.—1 have stated in my written evidence that the average return of 

16 per cent is due to various reasons, even though their lending rate and 
the deposit rate are low enough. It is very rarely that the agriculturist 
repays them on the due date and therefore the penal interest which is 
imposed after the due date enables them to realise on their capital about 
16 per cent return. Even though their lending rate he 124 per eent if 
repaid before the date agreed, yet after the stipulated time it will be raised 
to 25 per cent and hence the averago generally works up to 16 per eent. 

!.■—Do they lend large sums? 

.—They lend amounts within Rs. 1,000. Professional money-lender 
takes care to see that he is not lending large sums. You will have to 
distinguish between the professional money-lender and the occasional money¬ 
lender. 


Q .—Do you know whether Cliettiyar firms loud very largo sumsP 
A.—I do not know whether Cliettiyar firms are londing large sums. They 
lend only for short periods. 

Q .—What will be the rate for over Rs. 5,000? 

A.—For Rs. 6,000 it will be between 12 and 16 per cent. 

Q.—What will lie the rate on mortgages of land and house mortgages? 

A.—Professional money-lenders do not lend money on mortgage except 
whon they have to recover their antecedent debts. 


Q .—What is the rate charged- for mortgaged loans? 

A.—T do not think that professional money-lenders do make any difference. 

Q .—Occasional money-lenders? 

A.—Between 8 to 10 per eent. 

—Whom do you call a professional monoy-londer? Do you call the 
vakils as professional money-lenders? 

A.—If a vakil does like that, then that particular vakil is a professional 
money-lender. 

Q .—At what rate do the occasional money-lenders lendp 
A.—There again there is the difference. 



451 

Q. —3 to 10 per cent if ou mortgages and from 12 to 18 per cent if ott 
simple bonds sight? 

4.—Yes. 

0 .—You agree that the higher rate of interest is only for small amounts 
lews than Ks. 1,000? 

A. —Yes. 

G .—Do you have a secretary and directors P 

2.—Yes. 

Q .—What do they do? 

A .—There are seven directors. 1 have to depend upon one or two directors 
lor one jurisdiction, or circle, upon another for another circlo and so on. 

Q. —Bo you must avoid such had lending P 

A .—Jt is very difficult. 

Q .—Could you ndt prevent the competition between the joint-stock banks 
and co-operative banks? 

A. —1 think not. 

Q. —Can you not prevent the competition botwoen the co-operative banks 
and the indigenous bankers? 

A. —Ho. 

Q .—You say thai co-operative banks should ho exempted from income- 
tax. Do you not think that it is partial? 

A. —Tt is to popularize the institutions. 

Q .—Why bliould they be givon preference? Do you not think that it will 
udversely affect the joint-stock banks also? 

A. —The joint-stock banks give and receive a higher rate of interest which 
is to compensate for the money paid as income-tax. 

Q .—Whoever prevents him from depositing in a bank which pays a higher 
rate of interest? 

A. —That is left to himself. 

Mr. Thoiiws: In your part of tho district is there much passing of land 
from the borrower to other persons on account of indebtedness? 

.1.—When a person is over head and ears in debt he bolls. 

Q .—Does land pass from agricultural classes to nou-agricultural classes? 

A .—1 do not think there arc many cases. 

Mr. Gopala Alev on : Are there any landlords in those parts who are not 
able to soil their lands or able to redeem their land or pay their interestP 

.4.—1 think there are some. 

Mr. ThonuiK : On account of being heavily involved in debt are they unable 
to dispose of their land? In bucii cases, is the transfer made to non- 
agricultural lauds? 

A. —No. Such people want to sell their land. They may get better price 
at the harvest season. 

Q. —Tn such cases do noil-agricultural classes also buy? 

A. —Yes. But merchants also buy them. Dry lands und garden lands we 
purchased only by agriculturists. Wet lands alone are purchased by non- 
agriculturists. 

Q. —Is it possible for co-operative societies to finance such landlords? 

A.—T think the co-operative societies can advance to a great deal. 

G .—Tn what form? 

A.—Long-term credit. 

O.—Do you mean to say that oo-oporativo societies can provide long-term 
credits? Perhaps you mean land mortgage banks? 

A.—Yes. 

Q .—^Suppose you redeem those lauds. Will the owner be in a position 
to cultivate it without further loans P 

A.—The cultivation expenses are not very much when compared with tho 
interest he has to pay. 

Q. —Have you any information of marketing of cotton crops in this dis¬ 
trict ? 

A.—All our people have to send their crops to Erode or Tiruppur. 
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0.—Wliefb are the -other principal crops S’ 

A.—Paddy, tobacco, turmeric, etc. 

In regard to paddy, where is it marketed? 

A.—Generally purchasers come from other parts and take it. We do not 
take it to markets. 

Q .—Are those middlemen independent merchants or agents of firms? 

A.—Most of them are middlemen. 

Q .—Have you examined the system of weights and measures used? Is 
there any swindling going on? 

A.—Weighing is perfect. 

Q .—Measurement too? 

A.—Yes. 

Q .—I wonder if you speak for the whole district. Do these ryots get n 
fair price? 

A.—Yes. 

Q .—What about cotton? 

A.—They have to bring it to Tiruppur. 

(Tho witness thou withdrew.) 
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Khan Bahadur V. Hameed Sui.t.yn Mau.vkkaiau Sab'ji Buhudur. 


M.R.Ry. C. V. V BN K AT ARAM AN A AYYANGAR Avargal, B.A., 
B.L., Coimbatore. 


Oral evidence. 

The ('huiimun: Mr. Vcnkatur annum Ayyungur, have you any experience 
of these nidhis? 

A .—1 have plenty ot it, Sir ; for at least a quarter of a century my ex¬ 
perience goes. 

0 .—What do you think ol them? 

A. —They are very good and are very useful But they must he sub¬ 
jected to some control. The control must he greater than it is at present. 
Then they would he very useful. Alsu .some of the sections ot the Indian 
Companies Act which are made applicable now to the nidhis should not bo 
made applicable to them. 

Q .—Cur you tell us what necessity there is for special legislation? 

A.—It is because wo have found it'absolutely necessary so far us the work¬ 
ing of the nidhi is concerned. It alfocts fund an lent ally the root working of 
the nidhis. Bor instuuce they have been ullowiug the drawing of the share 
capital which were subscribed liyst us monthly shares, and the rules governing 
that particular kind were registered in the Government as required. A special 
resolution has under the Companies Act to be registered and the Government 
were registering those rules and as a consequence of that there was a reduc¬ 
tion and increase of capital every year and in the annual roports dealing with 
companies the Government were publishing those things. Therefore the peojple 
naturally thought thut these nidhis had the sanction of the Government behind 
them wit!) the result that if tomorrow all the nidhis are declared to be 
illegal institutions at least a lakh of people will be affected solely in this 
district alone. In this district for the last 25 years and more it has boon 
the practice, hut that is not so niter the recent ruling by the High Court, 
to withdraw the share amount at the termination of the fixed period of 2, 
5 or 7 years. The Madras High Court hus, 1 think, probably wrongly, 
without much consideration, in a smull mutter raised in an off-hand way 
given a very short decision which has upset hundreds of people. That has 
affected about 200 nidhis in this district itself. If you take a bank there 
will be at least thousands who have had accounts with it. For instance, I 
might have withdrawn my money some 25 years ago. Unless somo legislation 
by way of ratification is passed, it will certainly work hardship. Therefore 
it is a matter of necessity when 1 say that some legislation is necessary on 
that point so far as the past is concerned. 

0.—Do you require legislation to ratify what is ljeing done? 

A.—Yes, in virtue of the rules passed under the Companies Act and 
approved as it were by the Government by registering them and by after¬ 
wards publishing in the annual reports every reduction and every recrease 
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in the capital. If you take the annual reports for the several years excepting 
the last few you will find that practically every nidhi is on that list, because 
cither its capital is increased or its capital is reduced simply by this system 
by which the capital money was allowed to be withdrawn under the rules. 

1 was depositing some money in the Srirangam bank 28 years ago and 1 may 
bo hauled up at auy moment though 1 had withdrawn my money years 
ago. So it is a real grievance which requires the attention of the Govern¬ 
ment immediately turned to it. 1 do not want the Government to close 
their eyes till actually the difficulties arise. 

Q .—What is your opinion with regard to the present condition of these 
nidhis ? 

A. —1 do not see any reason why after all such things should not be allowed. 
The withdrawal of the share capital should be allowed. 

Q .—Is it not the case that the joint-stock hanks have a share capital 
which cannot be withdrawn? 'Phut is the basis for ail the credit of such 
undertakings. Do you not think so? 

A.—In this district there is a rule for withdrawing capital and all the 
depositors know that. 

Q .—It will surely react on the depositors': 1 

A.—To some extent it will. 

Q .—Could you tell me whether there are many depositors? 

A.—Yes. There is a practice hero for all the directors in many of the 
smaller and the village nidhis to give a guarantee to the depositors, and 
the depositors know the rule that the shares may be withdrawn at any ' 
moment. 

Q .—What is the value of that guarantee? 

A.—Personally the directors are rich people. 

Q .—In what way is it enforceable? 

A.—A stamped guarantee letter is certainly enforceable in a court or 
law. 

Q .—To what extent is it enforceable? 

A.—Suppose 1 deposit Rs. 1,000. The directors in addition to giving 
me the receipt for the amount pass u resolution nnd give me the guarantee 
letter duly signed by all the directors thut in case the bank fails they will 
pay me the whole amount. Such a responsibility on the part of the deposi¬ 
tors is enforceable in law. 

Q ,—What is the difficulty in forming these nidhis with a permanent share 
capital ? 

A.—That is being done now. But the people generally feel shy. ]u this 
district there is u practice by which louns are advanced on the security of 
the shares. Strictly speaking, shares cannot be forfeited for loans under 
the Act. The practice is going on to advance loans on the security of the 
shares because the shares are u first class security and if the man commits 
a default then the shares are appropriated by the bank. That is one thing. 

Q. —So that share capital is of no value as a basis of security for the other 
depositors? 

A.—That is the case in all the banks. 

Q. —What I am unable to follow is the difficulty that may exist in bring¬ 
ing these nidhis into line with the other banking institutions? 

A.—The difficulty is in regal'd to getting the share capital. Supposing 
I have got Rs. 100 to invest 1 invest it in a share and whenever i want 
money I borrow on the security of that share. Thus it helps a man to invest 
his money when he has money and get a dividend on that, borrow whenever 
he wants money and repay it whenever he can. In exceptional cases when 
the shareholder makes default in the payment of the borrowed amount, 
the share is forfeited by him. 

Q .—What is the difficulty about your having a fixed share capital and 
treating your present contributions os deposits? 

A.—The difficulty is this. T cannot take the money whenever I want at 
a much lower rate of interest. But here the capital is there and for temporary 
purposes I can borrow and return the loan, whereas in the case of deposits 
it is not the case. In the case of deposits in joint-stock banks, if I borrow 
on deposits, I will have to pay a much higher rate of interest than is 
given to me on my share. 
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Q. —Why should thero be a difference in oitr present arrangement? At 
present you are getting 61 per cent? 

A. —That is only in regard to the monthly shares. I am speaking of the 
permanent shares also. In that case the question of 6J per cent will 
go away. In Kumhakonam, they have converted the monthly shares into 
permanent shores and the dividend will be the same lint there will lie no 
guaranteed interest. 

Q .—Do you borrow on deposits in Joint-stock banks? 

A. —Yes. 

Q .—In the nidhi you borrow on the monthly share? 

A. —Yes. But 1 get the money at a lower rate than what 1 got by way 
of dividend and interest on my share. 

Q.—Then the nidhi is borrowing at a higher rale of interest and advancing 
to you at a lower rate? 

.4.—The nidhi is a special case. It helps the shareholders in that respect. 

Q .—1 n most of the nidliis, the shares paid on the monthly basis from the 
hulk of the funds? 

.4.—Yes. 

Q. —Much more is paid in that than ill the way of deposits? 

A.—Quite so. That shows that the people prefer such risks and take the 
monthly shares. 

Q .—But if the uidhi is borrowing at a higher rate and is lending at a 
lower rate, where does it inuke a profit? 

A. —The bulk of the money deposited goes to the general public for a 
higher rate of interest. 

Q .—At what rate is it lent to them? 

.4.—Generally at 12 per cent. 

Q .—You lend to the public at 12 per cent and what rale have the share¬ 
holders to pay? 

.4.—9 per cent. 

Q .—What is the guaranteed rate of interest? 

A. —At present it will come only to 61 per cent. But in several nidhis 
we have got. the system of giving liouus and that will make it about 9 per 
cent, though the guaranteed interest is only 61 per rent. Wo here give 
12 per cent upon the shares generally. Of course the hank in Kumbakonam 
that I mentioned is going to give 17 per cent this year. 

Q. —But the nidhi we understand is formed in the first place for the sake 
of providing loans to the members. Is that not ho? 

A. —No, no. 

Q. —What is its object then? 

A. —Its object is to have a public bank. It may be that tho people 
who run the banks originally started them with a view to get themselves 
appointments ill the hanks for themselves. The people who are there want 
to have this glamour of a director’s place in the management of tho hank. 
Very little of money is lent to the shareholders in the firet instance. Of 
course that is sometimes done. 

Q. —Then there is no very strong philanthropic motive in it? 

A. —It is all pure business. Tt is not philanthropic except for the fact 
that a very small percentage of the net income is, under the rules of several 
hanks, as it were, earmarked for some charity. 

Q, —How docs it make its money? 

A. —By lending outside. One of the chief sources of income I may say 
is tho penal interest. The people who deni in mot-elm inline do not mind 
paying tho penal interest. 

Q .—-What are the penal rates? 

A.—Tho penal rate will come to about 24 per cent on tho principal amount 
lent and not on the interest that has accrued. 

Q .—If these hanks wore established on the permanent share capital basis 
would they not command greater confidence in the public? 

A. —It is a question of the state of the people. They hove been made 
to flunk in a particular way and it is very difficult to exchange their view. 
For tlic last thirty veal's they have been made to think that the best thing 
would be to invest the capital with the right of taking money whenever they 
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wanted money and it was only in an extreme case they stand the chance 
of forfeiting the share. I am speaking of the permanent share capital basis. 
Now all on a sudden there is no use of saying ‘accept my principle the 
western banking.’ 

Q .—Is it not that the success of these nidhis depends upon the business 
acnrnen of bne person ? 

A .—Quite so, That strengthens my argument. The whole thing depends 
upon the future. I know that this man is clever and T will invest the money 
in his bank. Therefore we have to take the local opinion, and that is the case 
not only in this district but that is the case in every district where a nidhi 
exists. These nidhis are multiplying in number and there is an impression 
that it suits the convenience of the poor people, for instance the people who 
have to do with merchandise, whereas in deposits they will get a very small 
rate of interest. That is the old boast of this system ot nidhis rnn in this 
district especially. In my tours to other places also T have seen, especially 
in the Tanjore district, that there are a good number of these nidhis. But 
the decision of the High Court has disturbed them all. They have converted 
their monthly shares into permanent shares and they have now made n rule 
that they shall not be withdrawn. Still they do it. The Hindu two 
days ago published a leader about it. All that T say is that apart from the 
future aspect of it. the local feeling ought to be respected. We have thrived 
so far and our nidhis have thrived so far and it is only after the decision 
of the high court that there is some trouble. Even before the ruling of 
the high court 1 think there must have been some correspondence between 
the—Government of India and the Madras Government and the desirability 
of having some legislation effected in regard to these nidhis. The legisla¬ 
tion of nidhis must be two-sided. It should help the shareholders and it 
should also help the public, I should like the legislation to deal with these 
two points. The indigenous banks do not require so much control as the 
nidhis which are controlled by practically a lew people and if they fail, 
their nidhis also foil. 

Mr. (lojudn Mnnon : Ts it your view that the nidhis shonld continue to 
lie registered as banks limited bv shares? 

A.—Yes. 

Q .—Yon still want them to come under the provisions of the Indian Com¬ 
panies Act? 

A.—Yes. 

Q .—Then what about the provisions of the Act restricting the reduction 
of the share capital? 

A.—All that I say is that the Companies Act should be made applicable 
as much as possible, but there should be some more sections for excluding 
some sections regarding reducing or increasing the capital and also for increas¬ 
ing the control in regard to inspection and audit. Now the section relating 
to audit is only very vague. T would like to have this question of audit 
made more strict. 

Q .—Ts it your point that the sections relating to the reduction of share 
capital and the increase of share capital should not be made to apply to 
the nidhis? 

A.—Yes. And some other sections should lie made more permissible under 
some conditions. Now unless 1 go to the court and tako tlieir permission 
for every reduction T cannot do that. In the case of the nidhis it is im¬ 
possible. 

Q .—Your view is that the nidhis should not be regarded as issuing shares 
but only as taking deposits? 

A.—Yes, but only under certain conditions. 

Q.—With regard to the other banking institutions they are giving notice 
to the court' and getting the reductions sanctioned. But in vegard to the 
nidhis you want them to remain within the Indian Companies Act and still 
you want them to be exempted in regard to this. Ts it not so? 

A.—Under some conditions T want this exemption to bo granted. In the ' 
case of the big banks like the indigenous banks and other hanks they do 
not generally have the prevision nliout the reduction, whereas the nidhis have 
been built upon that principle. 
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Q.—U it your point that the nidhis would lose all their popularity or 
elasticity if they are not granted exemption P 

A.—There will be no nidhis practically if things are allowed to go on 
as they are now. The old nidhis must go because there is the Damocles’ sword 
hanging over their heads. J am a shareholder of a nidhi. So long as I 
am living there may be much trouble at any time if I have withdrawn my 
share and my grandson too may be held responsible. That is the effect of 
the ruling. 

Q. —Do you still want to work the nidhis as mutual benefit associations? 

A.—It is not like the co-operative societies where the public are not 
benefited to a large extent. 

0 -—Who are the people whom you are so greatly helping? 

A .—The lower and the middle classes of people. Generally we help the 
agriculturists and tho middle class people. We have got a legion of these 
middlemen merchants and the nidhis deal with them. We advance sums of 
money on their merchandise also. 

-Do you mean the poorest class? 

L.—l will not say the poorest class but I will say the poorer class. 

Q. —It is to their advantage that you want the nidhis to be worked under 
the Companies Act and still you want them to l»e considered as mutual benefit 
associations? 

A .—You should not use the word ‘ mutual ’ but yon should use the word 
1 public ’. They are public benefit associations. If you take the figures oi 
the loans given by these nidhis till three or four years ago you will see that 
they have been doing a good deal of work. From the district point of view 
the foreign elements had then very little work to do. 

Q. —Have you made any representations to the Government with regard 
to this point? * 

A. —There is that letter of mine in the Hindu, a copy of which I had sent 
to the Government. I drew the attention of His Excellency to it and 1 
had a talk about it with the Hon’ble Mr. Krishnan Nayar also. 

Q. —But you have not made any suggestions as to the lines on which the 
future legislation should be made? 

A. —I had given the dangers and the risks and therefore the necessity 
for a piece of legislation has been made out. It is only when I am given 
opportunities like this that l can give my suggestions. If 1 am asked to 
prepare a memorandum, certainly the suggestions as to the lines on which 
the legislation should l>e will be forthcoming. 

(1.—So your point is that these nidhis should be retained by a separate 
legislation and that they bhould not be controlled by the Indian Companies 
Act. Yon want more control upon the management than upon tho share¬ 
holders? 

A.;—I do not know but still they should l>e given encouragement. All 
the same there must be a separate legislation. 

Q .—Are those nidhis running any chits in this JocalityP 

A.—A large number of them ore running chits. 

Q. —What is their nature? 

A. —The Collector asked mo about the rules and regulations of chit funds. 
There are separate rules so far as chits are concerned. There are about 12.') 
nidhis in the district. 

Q .—How many arc running chits? 

A.—About fifty per cent of them are running chits. Others are arranging 
for it. The difficulty was that the Registrar asked us to amend the memo¬ 
randum. That takes practically some time. Most nidhis are running chits. 

(j ,—f therefore infer that you are not for any legislation for the controlling 
of kuris? _ .. 

A.—They do not require legislation. Now the rules for the kuri are 
uncontrolled. 

Q .—I wish to know whether it has come to your notice that in the coarse 
of the reconstruction of the nidhis they have had to reduce their capital and 
that the shareholders have withdrawn their share money instead of deposit¬ 
ing it again there P 

A.—Working capital is reduced. 
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0-'—Are you aware that in seine places it has been reduced to such an 
extent that the capital is low while the liabilities remain almost the same? 

4c—I think meet of the liabilities would have been discharged also. 

Q :—You have no fear of the reduction of deposits in such cases P I was 
told that some of the nidhis in Madras had to face the difficulty P 

4.—It Is quite possible bnt it wonld not matter in view of this ruling. 

Q .—Tn view of the ruling they are trying to convert the share capital 
as deposit; while doing so members have withdrawn and the liabilitiee still 
remain. Therefore a deadlock has come® 

4.—I will strongly say that in all these cade? the deposits at the time 
of tile withdrawal shall have a lien over this amount. 

Q .—That could lie done only by legislation P 

A. —Yes. 


Q. —Suppose legislation is brought into effect that the nidhis should not 
convert the share capital and that the shareholders should not withdraw. 
What will be the effect P 

A. —Owing to the large number of withdrawals all will be liable. Under 
tiie ruling not only the people who are then the member? bnt also all the 
memtyrs from the very beginning will he liable. 

Q. —What is the position with regard to a shareholder in a joint-stock 
company P Suppose he sells his shares. To what period is he liable P 

A .—He is not liaMe if he sells his share because it is only a matter of 
transfer. 

Q .—Do you not think that it is an anomaly that the members cl the 
nidhis should be held responsible for contribution in the event of liquidation P 

A. —It is an anomaly and u great injustice. 

Q. —I presume that you are connected with a nnmlier of comnieivial under¬ 
takings here? 

A. —Yes. T am the director in several mills. T have in this city invested 
about 2 lakhs of rupees as shares. 

Q .—Is there a feeling amongst the commercial public that the scale on 
duty on bills of exchange including hundis has been regarded highP 

4.—So fav as hundis are concerned there is very great grievance felt by 
these merchants. The value of goods is realised by means of hundis. They 
have to incur much loss in that. Both the agent as well as the middlemen 
suffer very much in cotton industries. 

• Q .—Do yon think on that account the progress of banking on sound linos 
has been retradedP 

4.—We are not getting a good number. Of course the public are con¬ 
cerned with that. Hundies are not so popular as it would be if tho duty 
is reduced as in the case of cheques. Cheque? are very popular after this 
duty is taken. I issue cheques even for a rupee or two. There is no doubt 
whatever that the abolition of duty on cheques has tendered to its increase 
Similarly if the taxes are taken away they will be more ‘popular. T wish 
they are at least appreciably reduced. 

Q .—I find that the duty on ten thousand rupees on a bill of exchange 
or hnndi is about Rs, OP 

A. —It depends upon the time. 

O.—That is really double the duty prevailing in other countries P 

A. —I am not aware of it. 

O .—Do you not think that a reduction is necessary P 

4.—I would like reduction. I would prefer to have complete abolition. 

Q .—In the case of reduction what reduction do you think should he 
recommended P 

4.— I would put it very small say Rs. 4 for 10,000. It depends upon the 
time of payment. I would like to have them reduced by half at least. 

O.—Seme chambers of commerce recommend the abolition of the duty 
in toe business in regard to the creation of a self-liquidating bill of exchange 
and hunch. Do you think that by reduction a proper discounting market 
could be created? 

4,—Certainly. 



Q .—Do those banks discount hills and hundis very freely ? 

j.—They go to muitanis so that they might get the money very easily. 
The muitanis and others want higher comimssfbn on that, if they come 
in large numbers probably the discounting will not be so large. We issue 
dividend warrants now as cheques. 

Q .—Do you^ recommend a separate scale of duty to the bill of exchange? 

A.—Yes. Ninety days or one hundred and twenty dayB. Those banks 
charge an interest for those days on hundis but in certain transactions the 
interest is added in the price. 

Q .—Do you recommend a reduction or abolition on bills which are puyuhlo’ 
otherwise than ou demand? 

A.—First of all reduction in all eases and then aWitiou. 1 would like 
to reduce it by 50 per cent. L should like to have the stamp duty upon 
Iwtli of these to be practically the same. 

y.—Is it your view that a sound banking system could bo brought into 
existence and could be developed? 

A.—Yes. 

Q .—Should there lie any distinction on bills of exchange payable not more 
than one year and drawn so many days after sight and those puyablo more 
than one year alter date or sightP 

A.—No. 


V-—As it is we suggest an abolition or reduction of duty on bills ol 
exchange which is all the same as ou bonds. Will this abolition affect the 
bonds in any way? Would there lie any inconvenience felt? 

A.—Not very much. Many ol the bonds are written as pro-notes. 

V-—Will these Ixmds lie resorted to instead of bills? 

A.—To some extent; not on a very large scale. Hoods are not usually 
seen among the merchants. 
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.--You don’t think that it will interfere? 

-Separate communities de#il with separate classes. Honds are between 
the landlord and ordinary middlemen. Hundis arc between the customers. 


V.—In the case of abolitiou'or reduction have you over thought of tho loss 
of revenue to Government ? 

A.—To some extent. 


Q .—How arc we to replace tlic revenue? 

A.—1 don’t think that the matter should be taken. The new Stamp Act 
lias brought a lot of money into the Government treasury. 

Q. —Then there will be not much ot a loss of revenue? 

A.—I am very doubtful. Then there will he time. 

Q, —As a practical man we 1 have to suggest ways and means to make up 
the loss of revenue? 

A.—The advantages will be greater. I have no suggestions. The stamp 
income will not be very much affected. 

Mr. Tkomat : I find according to Sir Frederick Nicholson’s report that 
nidhis are mutual loan societies. Does that definition bold good at present? 

A.—it is a question of mutual help. 

Q .—1 agree that the first nidhi, the Sudder Court Fund, wus a mutual loan 
society; so are many nidhis elsewhere in the Presidency even to this day. 
But what about the nidhis in this district? Are they regular commercial 
concerns and doing everything that an ordinary joint-stock bank doesp 

A.—Yes, Nicholson wrote a long time ago. 

Q ,—How may nidhis were there in Coimbatore at that time? 

A.—Tn fact all of them were existing at that time. 

Q .—That is not what I have gathered. Do all of them have a permanent 
share capital f 

A.—They have got also subscribed permanent capital. That is one pecu¬ 
liarity of banks in this district. There we have got also monthly shares. 
Some of them combine both, f think they have mostly monthly share capital 
and permanent paid-up capital. In the case of nidhis in Coimbatore they 
have got both monthly share and permanent capital. Almost all the banka 
have got monthly shares. Nidhis nave been returning a lot of deposits of 
late. Most of the deposits are going into the district urban bank, 



<J.—it present large amounts of deposits are vanning into these nidi is? 
a.—Yob. There is no question about that. The deposits have flown from 
the nidhis. If you take the balance of the last ten years and the balance 
of to-day you will see the difference, if to-day many of these banks are 
asked to submit their balance sheets for some years you will sec the difference 
in deposits. 

(J .—Is it true that between 1921 and 1920 as many as sixty-four nidhis 
hud been liquidated and that in one year alone (1925-26) 23 nidhis were 
wound up? 

<Sb A.—It is possible. 

-What are the causes of such mortality? 
is —In this district the credit has gone down. In the period nf'tcr the 
war we have had bad seasons. Therefore the income of the ryots fell down, 
partly owing to world deflation. You will see in this district that the 
number of insolvency applicatious has gone up. Some had to fail on account 
of that. But there were few liquidations on account of other defects. In 
fuel there should be greater control over these nidhis. 

Q .—You told the chairman that Itorrowiug on share capital is a legitimate 
transaction? 

A. —It has been in practice for u long time. 

Q .—Does it not contravene the Indian Companies Act, which regulates 
the transactions of these nidhis? 

A. —Framers of the law hod no idea in 1913 about this. So far as 1 know 
in most of the countries they have got special rules. They have got dcfiuilo 
rules that their capital should not lie reduced without the special sanction. 

Q .—If you borrow ujion the share capital of the society does it not uffcct 
its credit and weakeu its financial stability? 

A. —To some extent. 

V-—Such Imnowing on the security of shares may )>e prejudicial to tlib 
interests of the depositors? 

A: —The position of the depositors will be weakened. There should not I** 
a special restriction that there should not l>e any withdrawal of share capital. 
All the nidhis do not borrow on the security of their share capital. 

S ,—If the principal security for the deposits is share capital, would it not 
en the bank if shareholders are allowed to draw upon their shares? 

A.-—As a mere shareholder he may borrow ordinary loans and become insol¬ 
vent. No use of having share capital when he becomes an insolvent. 

Q. —Share capital is the principal asset of a nidhi. And if you weaken 
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A .— Not in all cases. I know a nidhi where the share capital is about 
Rs. 8,000. It has got a deposit for one lakh of rupees. Depositors do not 
wait for the capita). They know what it is. They watch what the bank 
is doing and there is the fact that they can withdraw their deposits at any 
time. They generally mature in one or two years. Another reason to my 
mind iu favour of the borrowing on shares is that there- is no diffcrenco 
between shareholders and investors. 
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-You withdraw money and another man deposits. So far as the share¬ 
holder is concerned there will lie another shareholder especially in the case 
of monthly subscriptions. 

Q .—By some reason or other, such laxities may have gone on in the 
past. Bat we now recognize its evils and cannot allow them to oontinue 
any longer. _ What have t>een found by the whole world as essential for the 
safety of joint-stock banking must be equally essential here? 

, A.—Yes. These things may be good in some cases hut it depends upon 
long usage. 

O ,—Are you against further legislation? 

A.—I wonld certainly recommend it. 

Q.—May I ask whether the company law properly secures the interests 
of depositors in a nidhi as at present constituted? 

A.—I cannot say Hut. 
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* Q.—What modifications *in company law would you suggest, not only 

in regard to nidhis but joint-stock companies in general lor socunng the 
interests of the public dealing with them? , „ , 

A .—It may not Iks necessary for vei-y big banks like the Indian Bank, 
the Nedungadi Bank, etc. But orer all the small lsanks I would certainly 
like to have some better control. 

Q .—What reserve funds are kept by the nidliis now? 

.4,—Whatever reserve fund there is is now lent out. 

Q .—Suppose there is a run on the bank by the depositors? What will 
they doP 

A. —The only recourse is- liquidation. 

Q .—We therefore require a definite provision about tho reserve fund 
and agencies for enforcing that rule? 

A. —I have no objection to that. Tn that case there may not bo much 
of reserve fund. I may go further and say that a portion of the net income 
should be transferred to the reserve fund, say 10 per cent of the net profit 
or one per cent of the working capital. I would also say that a certain 
percentage should bo set apart for bad debts. There should lie a maximum 
for dividends as in the case of co-operative societies. 

Q .—Is it true that a good portion of the profits of tho nidhis is got from 
penal interest? 

A. —A fairly good portion. 

Q ,—How are the profits shared. What part of tho profits actually go to 
the share-holders? 

A.— The whole profits. The directors do not get anything here except 
what they get by way of sitting fees. The only paid man is the secretary. 

0.—What is tho salary of a secretary generally? 

A.'—It will lie not much, about As. 50 to 100 per month; but ho will 
get a fat 1 tonus every year. 


Q .—Is the bonus according to the profits? 

A .—Lt is not a percentage of the profits. It is given by the will of tho 
bharc-liolders. There is no restriction placed upon the amount. Bay if the 
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As. 500 to the treasurer and As. 500 to the staff. The articles of association 
does not provide a maximum. 

J .—tt is Baid that many of the nidhis are family concerns? Is that true? 
.—Borne of them are to some extent or at least some of the smaller 
ones are local or communal concerns. 


Q.—Do they declare dividends on unrealised profits? 

A.—That is what is called paper profits. It is converted into capital. 
We do not take credit for interest due to us or due from us. We only 
calculate the suniB actually received and actually spent. 

Q .—Sir Frederick Nicholson looked forward to nidhis developing into 
proper joint-stock banka. Has it been fulfilled? 

A.—But nidhis are joint-stock concerns. 


ty .—If nidhis are true joint-stock banks why do you require any modifi¬ 
cation of the company law to fit in with your local developments? 

A .—Because certain peculiarities are not provided for. 

Q .—But what is the chief end in view, safety and stability? If so 
stringent provisions are needed to safeguard it? 

A.—I know that some of these hanks are committing fraud. Therefore 
there must be some restrictions like Government audit placed upon them. 
At the same time we have to recognize the practice that has been going on 
and from my point of view one that will be useful in the long run. 


Q .—Because some practices having been going on till now it does not 
follow that they are justifiable or must continue. All the world over, the 
capital of a joint-stock concern should not be reduced without toe consent 
of the courts. Why should that be modified in Coimbatore alone P The 


fore, there should be stringent restriction regarding toe reduction of capitalP 
A.—Yes, at the same time there should be adaptation to local conditions. 



—Hut adaptation is not to ho tried on tines which would endanger the 
rery safety of the institution on share capital P 

A ,—We would not hare been able to run so many hanks if there is not 
aueh a prevision. There is a mixture of good and evil in everything. A 
number of nidhis would not have existed but for that provision. 

Q .—Whatever might have happened in the past, do you not agree that 
it must now stop P 

A .—r think it may be gradually done. 


Mr. Muthiah dhttUyar: What is the penal rate charged by the nidhisP 
A.—Generally 24 per cent per year, not upon the interest but upon the 
whole principal. 

0 .—Is it 24 per cent from the date of the pro-note? 

A .—From the date of default of interest till the date of payment,. 

0 .—What is the interest charged in the beginning? 

A. —About 12 per cent on unsecured loans. 


U .—On secured loans P 
A.—9 per cent. 

S .—What is the percentage of overduesP 
.—Overdues are made up by documents. Whenever money becomes 
overdue, the management get a pro-note from that man unless he is very 
solvent, for both the interest and the principal. Therefore it is very difficult 
for us to know what is realizable debt and what is not. 


O.—But what would be the outstandings? 

A. —You can take it as cent per cent of the working capital. 

U .—Supposing a nidhi lends Rs. 5 lakhs what would be the overdueb? 

A. —There would he a large amount of overdues for one day and two days. 
The interest collected on them will be a very large amount. But now-u- 
days they do not show the penal interest separately in the final accounts 
as they were doing before. 

Q .—These nidhis are registered under the Indian Companies Act and 
they do not strictly follow the provisions of that Act in regard to reduction 
of share capital. Is there anything to prevent me or t any other public 
citiaon from bringing these companies to book P 
- A.—I was telling that even though the nidhis violate that provision, in 
the annual report issued by the Registrar of Joint-stock Companies he recog¬ 
nises these reductions. He could have even at the beginning said that he 
would not register articles to that effect. If it had been done, this trouble 
would not have occurred at all. He puts in the annual report so much 
reduction of capital, and so much addition of capital and so on. 


Q .—What is the rate of interest charged by the indigenous banker and 
the money-lender P 

A.—From 9 to 12 per cent. 

Q .—On loans with security P 
A.—Yes. 


0 .—On clean loans? 

A.— Generally about 12 to IS per cent. 

O.—For what amounts P 

A, —It is for small amounts, that is amounts less than Rs. 1,000 and for 
sums above that the rate is 9 to 10 per cent. 

J .—Compared to these the nidhis charge a higher rate of interest P 
.—They charge the same rate. 


O .—But the penal rate? 

A.—Yes, they charge a higher rate. The nidhis show a higher rate of 
interest, i.e., the penal rate m the pro-notes, 


.—But will not the auditor take objection to it? 

.—No, even the court® de not. 

'Hew are the co-operative societies working in this district? 

__ .—They are working sufficiently weH. 

J .—Hew many lakhs do they lend in this district? 

.—So far as the Central Urban Bank is concerned they lend Rs. 
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—And the other societies P 

..—Their share capital will be about Ra. 4 lakhs to Rs. 5 lakhs. 


i.-*- 1 What interest do they pay on deposits? 
..—5 to 7 per cent. 


Q .—And the indigenous bankers? 

A.—They take very little deposits. The Nattukottai Chettis were taking 
deposits at 9 per cent, but now they do not. 

Q .—Do the Multani and the Marwari take deposits? 

A.—They do not. They get plenty of money from the Imperial Bank. 

Q .—Is it possible for the co-operative movement to replace the ihoney- 
lenders and the indigenous bankers? 

A .—T do not think it is possible, nor is it desirable 


Q .—Why is it not. possible ? 

A.—Because the general public have got greater confidence and deposit 
more money in the nidhis which are run by local people, people known to 
them. We always think that the people who run the co-operative societies 
are strangers and arc very strict. With regard to the nidhis we can run up 
to them and get money whenever we want. 

Q.—It is said that the pnnchayatdars lend only to their friends and 
that those who aro not their triends are not able to get any loans from them? 

A .—That is quite natural seeing that the liability is unlimited. Ton 
cannot expect me lo lend to one who is not known to me and still he liable 
for any loss that may lie incurred on his liehalf. T will not help my enemy. 

The Chairman: Why not? 

A .—Because the liability is unlimited and if he makes a default then 
1 will also be held liable for the amount. 

Mr. Muthinli Chettiyar: T am speaking of the limited liability? 

A .—Tf it is limited liability he does not cotno to his enemy at all. 

Q .—"With regard to these secretaries and managing directors, what rate 
of bonus do they get? 

A .—Tt is unlimited. 


O.—Would you say 20 per cent of the profits? 

A.—It is unlimited. The bonus sanctioned does not hear any proportion 
to the net income derived. Sometimes they reduce the dividend paid to 
the share-holders and give more to the secretaries. After all the share¬ 
holders are the friends and relatives of the secretary’, who is always a local 
influential man. When ho wonts this bonus there will always be many 
people who will support him and very few to oppose him. It is the president 
only who generally comes from,outside who has some cheek upon the secre¬ 
tary. Therefore it is that I say that some check should lie placed upon the 
amount of bonus given to the secretary and the treasurer. 

Q .—What is the average capital of these nidhis? 

A.—The capital will be from Re. 1 to Rs, 2 lakhs. 

Q .—How do tho industries here get their finance? 

A.—From the Imperial Bank. All the mills here have large accounts 
with tho Imperial Bank. One or two aro just lieginning to have accounts 
with the Indian Bank. 


0.—Is there any other agency which finances these industries? 

A.—No, excepting the Imperial Bank. 

O .—Are all the advances secured? 

A. —Tes, secured on the goods. 

O .—They cannot got clean loans? 

A.—Not these mills. They aw all open loans coverod l*y movables as 
security. 


J .—My point is can you get loans without security? 

.—Not from the Imperial Bank. 

<?.—What about the number of ginning factories? Do they get finance? 

A.—Yes, 

0 .—From which agency P 

A. —From the nidnis and duringsome seasons Iron the Imperial Bank. 
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Mr. Thom at; Is it true that usually the aidhis are badly audited? 

A.—One of my recommendations is that there ought to be a better system 
of audit. 


J .—What is the cause P 

.—Because of the patronage. I am speaking generally. A strict auditor 
if he is so, will not be appointed the next year also. 

0 .—How can you remedy thatp 

A. —By taking away the appointment of the auditors from the hands of 
the share-holders. The Government can appoint the auditors. 

' Mr. Gopala Menon: Are they not appointed at the annual meeting? 

A.—The annual meeting is a farce. 

Mr. Thomas: Why not have somo kind of combination among nidhis, the 
larger nidhis having' branches in the mufassal P Do you not think that we 
have too many small nidhis? 

A. —We are trying to have some such thing, but the directors of some 
nidhis do not agree to it. 

Q .—You have attempted hut has it not succeeded? 

A.—Yes. but they do not want to combine. We tried to have a general 
board of directors. 

Q .—Why not at least some of the larger nidhis incorporate the smaller 
onesP 

A.—The amalier nidhis arc family concerns and they do not want to lose 
their individuality and subject themselves to the control of others. Here 
in this district branches have failed much more than individual nidhis. If 
there are enough individual hanks then why should there he branches. 

G .—I suppose there are many nidhis in the villages? 

A. —Yes. 


Q .—And they are lending money to the villagers just as co-operative 
societies are doing? 

A. —Yes, they are doing the same thing. 

S .—A good number of nidhis are financing agriculture to-day? 

.—Yes, even in Coimbatore to-day alxiut 50 per cent of the loans are 
given to the agriculturists. We can say of the advances 50 per cent is for 
agriculture and 50 per cent for commerce. 

Q. —So these nidhis in Coimbatore have travelled far from the days when 
Nicholson wrote his report j and in their constitution as well as clientele, 
radical changes have taken place. The Mylapore Permanent Fund nnd a 
few other funds elsewhere in the Presidency are only exceptions. They 
are no longer mutual loan societies hut regular commercial concerns and 
lend money to all classes of people. All these justify, and even call for, a 
more stringent State regulation of the nidhis in the interests, specially of 
themselves as of their clientele P 
A.—Yes. 

Mr. Shanmukhatn Chetti: I think you were putting n special plea for 
allowing these nidhis to lend on share capital P 

A.—-What I was saying was that people had been accustomed to it bo 
long that it is difficult to stop the thing altogether. The better thing 
would be probably to lend money on the shares under some restrictions. 

Q. —You recognise that in lending on this share capital these nidhis are 
violating a provision of the company lawP 
A.—Yes. 

Q. —Do yon agree that the chief difficulty in the whole situation is thia: 
when an article of association of a certain nidhi is taken for registration 
the registrar does not refuse to register it on the ground that it is funda¬ 
mentally defective? 

A.—I go further than that and say that in the annual report he says 
specifically that so much reduction in capital has been made and so mnrb 
additions. Thus he clearly recognises it. 
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Q .—Therefore would you strongly welcome some prooedure by which the 
annual statements submitted by the nidhis under the provisions of the Com¬ 
panies Act could be fully examined by some responsible department of the 
Registrar of Joint-stock Companies so that the public may be satisfied that 
all the provisions of the company law are being observed P 

A .—I go even further. The auditing should not be done as it is being 
done now, Every item must be checked and if it is against law the persons 
responsible must be taken to task. 

Q .—In Coimbatore there have been some cases of alleged defalcation. 
These defalcations are supposed to have taken place in spite of the certifi¬ 
cate which has been given by the auditors P 

A .—As 1 have been saying the auditor merely signs the balance sheet 
in most cases and does nothing more. There ought to be more careful audit. 

Q .—Therefore you suggest that one of the remedies should be so to change 
the wording of the certificate issued by the auditor as to make him more 
careful in his audit workP 

A .—I can suggest even 20 different remedies regarding audit, but I am 
not here called upon to make that suggestion. Even if the wording of the 
certificate is altered it is very difficult to make him more careful. If there 
is a concurrent audit then it will work much better. 

Mr. Gopnla Menon: Is there not the system of monthly auditing 
observed? 

A.—No. 


(The witness then withdrew.) 
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Thursday, 6th February, 1930. 
COIMBATOBE. 


Present : 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., d.i.itt., j>h.d. 

Mr. C. Goi*at.a Mbnon, m.i-.c. 

Mr. M. A. Mcthiah Chettiv.au, b.a. 

Khan Bahadur V. H amend Sitetan Mahicaui Sahib Bahadur. 


MJl.Br. C. a. NATARAJA MUD ALIY AR Avargal, Secretary, 
the Janopakara Nidhi, Limited, Coimbatore. 


The witness handed over to the Committee the following written 
evidence:— 

“ All exchange banks should be registered and incorporated in India with 
rupee capital with an admixture of Indian and foreign shareholders and 
Indian directors also on the board of management. 

“ Owing to the exploitation of the foreign exchange banks in overseas 
trade and the Imperial Bank in the inland trade, even the big Indian joint- 
stock banks cannot make any headway and arc shoved to the background. 
Between the undue competition of the Imperial Bank commanding colossal 
Government funds on the one hand and the monopoly of financing export and 
import trade captured by the foreign exchange banks on the other, the 
indigenous banks arc hemmed in and their progress is impeded. There is no 
entente rordiale and e.i/rrit dr corps between the Imperial Bank and the 
joint-stock banks. 

“ Since the enactment of the Indian Companies Act of 1866, 1882 and 
1913 a very large number of uidhiR and chit funds were established in the 
Madras Presidency where there are now over 400 of them working in full 
swing and occupying a strong position forming the bulwark of the Madras 
joint-stock companies doing banking business. 

14 By their peculiar constitution the non-fixity and the fluidity of their 
share capital, and fundamental difference from joint-stock banks, they do 
not conform either to the requirements of the Indian Companies Act of 
1913, particularly sections 55 to 58, restricting their shave capital or to the 
Co-operative Societies Act. 

“ They occupy an anomalous position in Indian banking. It is very 
essential in the light of the experience gathered and gained in working of 
these nidhis and funds for the past 50 years and more, that special legislation 
should he passed for their incorporation, control and regulation as a special 
class of institutions governed by special statute, as it is very difficult to 
bring them under the purview of the Indian Companies Act. Their accounts 
should he audited by Government. The Registrar of Joint Stock Companies 
should exercise statutory supervision and control over them. The reserve 
fund should not be allowed to be rolling with the working capital but should 
be invested outside the <S>ncern on some gilt edged security as a safeguard 
to the depositors and shareholders to meet any unforeseen contingency. As 
per their articles of association, the nidhis are granting loans on their shares 
tc the extent of 90 per cent of their face value. This is a glaring drawback 
and a novel procedure considered in the light and spirit of the Companiea 
Act. No share loans should be allowed, paid-up capital of the shareholders 
should stand intact as a sterling security for the depositor and for upholding 
the financial stability of the banks. 
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" The shares of most of the nidhis are fully paid up to their face value, 
as such, there is no resolve liability of the shareholders. The face value of 
their shares may be increased by at least 25 per cent so as to secure, the 
, shareholders reserve liability which is the mainstay and stronghold of a 
bank’s solidarity and solvency. 

“ No bank should be allowed to take in deposits indiscriminately. The 
total amount of deposit which u bank may receive should not exceed* double 
ihe aggregate consisting of the paid-up share capital, the reserve fund anu 
the. reserve liability of the shareholders. This restriction will assuredly 
guarantee the depositor’s money at all times and in tho face of crisis. 

— “ Government should impose rigid and strict limit in the matter of regis¬ 

tration of new banks in each locality. As it is, nidhis and funds are springing 
up like mushrooms in every nook and corner without any proper check or 
control inter aliu. I may mention that in Coimbatore town alone there aro 
about 60 nidhis for a population ol about 75,000. 

“ Statistically it is found that Coimbatore City has more registered banks 
than any other City in India. A judicious study and survey of the locality 
and extreme caution and discretion should predominate in the regulation 
and issue of charter to new banks. ' 

“ In fine I feiveutl.v appeal to the Madras -Provincial Dunking Enquiry 
Committee, to recommend to Government to patronise the Indian joint-stock 
hanks by extending to them State-aid and lacilitics lor cash credit aecommoda- 
tion at cheap rate of interest through the Imperial Bank which is the state 
bank and ipso faitu the bankers' bank. 

“ Most of the Indian hanks deposit tlieir surplus cash in the Imporial 
Bank in current account on which no interest is paid. Jt will he a great 
help to them il' tile Government could persuade the Imporial Bank to pay 
2 or 2J per cent interest on current deposits. 

“ Decentralization is the bane which retards tln> progress of Indian 
hanking system. If bunking reserves are concentrated in .> central hank, 
the entastrophies of unwarranted crises can be safely and judiciously averted 
and good credit can be organized. Sound bunking development is* tlio sine 
qua non for the material advancement and prosperity of India's agriculture, 
trade, commerce, industries and wealth.” 

Oral evidence. 

The Chairman : Mi - . Nataraja Almlnliyar, you are connected with tlic uidhi 
in Coimbatore ? 

A. —1 ain the Secretary ol the uidhi. 

Q .—With regard to tho composition of the nidhis and funds there aro 
certain points in which the by-laws nre not in conformity with the Indian 
Companies Act. Can you tell me what are those points? 

A .—So far as section 55 of the Companies Act is concerned (the reduction 
of share capital) some of these nidhis do not conform to the Act. Soctiong 
92 and 94 deal with prospectus and MX) and Mil restrict tho allotment, sec¬ 
tion 102 deals with the effect of irregular allotment, section 103 deals with 
the commencement of business, und section 104 about return of allotment. 
Under these sections some of these funds do not come in. But nidhis con¬ 
form to these conditions, with the exception of tho sections restricting 
reduction of capital. 

Q .—In what way does a uidhi differ from a fund? 

A. The nidhis resemble more or less joint-stock banks. The share capital 

of the funds are increasing or decreasing according to tho whims of the 
members. They may choose to be members of the fund or retire. Now mem¬ 
bers can come and* old members can go at any time they please. But in 
nidhis it is not so. The share capital is constant, the number of members 
are constant, only the name of the membors change and the paid-up share 
capital will be constant. 

Q. —In that ease tho nidhis could well comply with the previsions of tho 
Indian Companies Act? 

A. —I rather think so. 

Q ,—In that case, do you want any special legislation for the nidhis in 
the future? , . , 

A.—Except for these sections which are thought by some peopio to be a 
handicap for the smooth runniug of the nidhis, I think they can very wel* 
be brought under the control of the Indian Companies Act. 
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Q .—Do you think that it would be beneficial generally, if they are brought 
into line with other forms of banks, with the elimination of certain peculiari¬ 
ties in the latter P 

A. —At the outset it may be difficult, but in the long run I am sure they , 
will conform to the Act. In England and America this has worked very 
well and I do not see any reason why it should not work in India as well. 

Q. —Do you think it is desirable that they should have their own audit? 

A .—I rather think that State aid should be given. I have dealt with 
this aspect of the question in a paragraph in my written evidence. State 
audit and supervision is essential for tne development of nidhis in this 
country as in America and Denmark. There the banks are all controlled 
and regulated by Government. They issue a charter and an audit certificate 
and things of that sort. The same procedure may he adopted here. also. 

Q .—Do you consider that the audit should be controlled by Government? 
Are not the joint-stock banks nowadays having their accounts audited by pri¬ 
vate auditors? 

A .—The audit should be controlled by Government. I would oven suggest 
that the control of audit of the joint-stock companies may also be under 
the control of Government just us local boards and municipalities. 

(At this stage, Mr. C. Gopala Meiwn took the chair.) 

Mr. Muthiah Chettiyar: How many nidliis are there in this townP 

A.—There are about 60 nidhis. 

Q. —You give Rs. 100, after 84 months for a man who takes up one share 
of one rupee. Do you consider it a reduction of capital or not? 

A.—So far an funds are concerned it is a reduction of capital. 

Q. —Does this system prevail in any other nidhis? 

A.—There is only one nidhi in Coimbatore that does this function. 

Q. —Do you advance loans against shares? 

A.—About 80 to 90 per cent of the value of the shares we advance. 

Q. —Arc there any forfeitures? 

A.—We have not. 

Q .—Do the articles of association of some of these nidhis provide for 
the forfeiture of shares? 

A.— In any case of the forfeiture of shares, wo will first of all sorve 
the party with a notice and proceed to auction his shares to the highest 
bidder. If the shareholders agree, we could transfer the shares without 
notice. 

Q .—It is alleged by somebody that the forfeiture of shares are all pre¬ 
arranged. Is there any truth in that allegation? 

A.—So far as I can see there is no truth in such an allegation. In the 
first place there is no forfeiture of shares at all and the shares are being 
sold out to somebody when the shareholder wants to transfer. It may bo 
so only in the case of funds. 

Q. —How many funds are there which run shares of this nature? 

A.—There are no funds which run any shares like this. There is only one 
nidhi in Coimbatore which runs on the model of the Mylapore fund. It 
nms a system of shares, it takes 84 shares of rupee one each in 84 instal¬ 
ments and pays Rs. 100 at the end of the 84th month. 

Q.—What is your rate on clean loans and secure loans? 

A.—12 to 15 per cent on cleau loans and 7\ on the pledge of jewels. The 
joint-stock banks charge in 7J to 15 per cent. 

Q .—You suggest the organisation of a bankers’ association to bring 
together all merchants and bankers into closer touch. Have you any chamber 
of commerce in Coimbatore P 

A.—We have recently inaugurated an Indian chamber of commerce., of 
which Mr. R. K. Shanmug&m Chettiyar is the president. 

Q,—Do yon consider that the bankers’ association would form a section 
in that chamber? 

A. —Certainly it will form a section of the Indian chamber of commerce. 


Q -—You also urge for the formation of an All-India central bank with 
branches all over the country. Do you want that you should have one 
branch in every district headquarters? 

A.—I have stated that there should be some sort of centralization of 
banking reserve in an All-India central bank with its branches all over the 
country. The branches may have their hcadquaiters in Madras so far as 
this Presidency is concerned. 

Q ■—Do you not consider that the Imperial Bank can l>est act as their 
agents in all districts? 

4.—I rather wish the central resei-vo bank should have its own brunches. 

Q .—Should tho central reserve bank lend merchants directly? 

A.—Yes. My object is that the central reserve bank bhouid lond to all 
bankers as well us merchants. It should have also bankers as its share¬ 
holders. It should be a bankers' bank, also. 

Q. —You want’’ that the central reserve hunk to be public company and 
not of a Government concern? Is that so? 

A.—It should not be a hanker of Government. 

Q .—What is the effect of the abolition of stamp duty on cheques? 

A .—This has made things very easy. Cheques system can be freely resorted 
by all literate merchants. 

Q .—Do tho nidhib employ cheques? 

A .—Some ol' the nidhis do that also. 

y.—Do you know anything about usuanee bills? What is the interest 
charged on it? 

A. —It is a bill commonly repayable at the ond of 90 days and is used 
mostly by bankers. They charge 121 annas for Rs. 100 bill. 

Q .—Do you favour any reduction of tho rate? 

A .—I would suggest a reduction of half the amount. 

y.—You say that for land mortgage banks, capital could be raised from 
big landlords too. Do you think that they would bo tempted to loud money 
to the land mortgage hanks? 

.4.—There are rich landlords who can lend money. If they are allowed 
to participate freely in tlic management of the land mortgage banks, they 
are bound to invest their money in them. 

y.—You say in your written evidence that “ if the bearer cheques aie 
by law made to continue as bearer cheques until encashment without being 
converted by endorsement into ‘ order cheques ’ in the interim, then the 
public will be better benefited by the hundi system. Can you explain what 
aro your difficulties at tho present system? 

4.—A great deal of difficulties is experienced by the bankers according 
to the present practice. The bankers’ liability has become all the more great. 
Wo find that tho responsibility of the banker is all the more burdened by 
the conversion of bearer cheques into orders cheques before encashment, 
especially wheu bills are discounted with us. 

y.—In regard to the land mortgage banks, you said that the landlords 
should be allowed freely in the management of the bank in order to attract 
investments from them, uud you ulso udd that expert and constant super¬ 
vision should lie mado to see that the whole money raised is spent on the 
improvement of the land. Which agoncy do you suggest, should l>e 
employed for supervision? 

4.—I would suggest that an agency analogous to the agency employed 
for the supervision of co-operative land mortgage banks be formed for the 
purpose of supervision, 

y.—You say that the rate of interest ranges from 7 to 12 per cent with 
penal rates between 20 to 24 per cent. What will be the net yield taking 
into account all expenses on the capital of the indigenous bankersP 

A .—It fairly works out to 12 per cent so far as nidhis are concerned. 

Q .—Wliat is the average yield with regard to the indigenous money¬ 
lenders’ capital ? 

4.—I do not know that. It may be a little more than that. 

y.—Do you know what the penal rate of interest they charge on the 
defaulters? . 

A.—One anna for 100 rupees for every day’s default. This is with a view 
to make up any loss owing to bad debtSj etc. 
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Q -— Do yoa not think that co-operative societies can replace the indigenous 
banker? 

4. —They cannot replace them completely. They can do it only to some 
extent. In certain parts of the country they have been ousted. 

Q .—Have they been ousted completely there? 

A.—Yes, in the village parts. 

Q .—Are there nidhis in the villages? 

A. —They may be in one. or two villages, but not in all villages. 

Q .—What rate do you generally allow on your deposits? 

A.—The rate ranges from G to 9 per cent. We are giving 0 per cent 
oil our deposits. 

Q .—You want that u legislation should bo passed fining the maximum 
rate of interest ut 12 per cent and the charging of penal interest should bo 
penalized by law. Hut your nidlii lends at the ruto of 12 to 15 per cent. 
Then will not the same legislation affect your nidhi also adversely!' 

A.—As a matter of fact 1 am for reduction. Wo conform ourselves "to 
certain rules imposed on us by the Indian Companies Act and the other 
joint-stock bunks. 1 may state that a reduction in the rate of interest is 
absolutely necessary liecanse there, are some unscrupulous money-lenders who 
take advantage of the licentious habits of certain young men, prey upon 
them and lead them to rack and ruin. J have conic across with a number 
of instances like that. Lf a penal provision is made in their lending at Buch 
usurious rates, it will act as some soil of control over them. 

Q. —Do not you think that co-operative societies and joint-stock banks 
have had their own effect in bringing down their rates? 

A.—Certainly thero has been an appreciable reduction ill their rateb to¬ 
day. People in many villages rarely go to them lor financial help. 

Q .—Then why do you recommend legislation? 

A.—With ull that it is a safeguard. 

Q. —You say that the bankers and money-lenders are a little too well 
protected by law. Will you explain what you mean by that statement? 

A.—What 1 meant to say was that some oi the bankers stipulate with 
their borrower in times of dire necessity and get pro-notes or other form 
of security. When the borrower fails to repay they obtain decree from courts 
as per conditions of the contract of the debt. This works very hard upon 
the borrowers and I want that somo legal facilities should bo extended by 
statute to the borrower. For instance, if a man goes to the banker and 
borrows from him ut 12 per cent and if the interest is not paid on such and 
such a date, there is a penal cluuse imposed on him that ho should pay 24 
per cent in which ease he is allowed some more time for repayment. This 
penal interest is again multiplied, if he does not pay before that time, and 
thus eventually the borrower is ruined. In order to sufeguard against this 
1 want to have a check on them by legislation. 

Q .— Have the indigenous bankers much difficulty in realizing their out¬ 
standing? 

A.—With all the penal provisions, they find it difficult to realize their 
money. 

Q. —How many years does it take for the money-lender to realize his 
capital on clean loans? 

A.—In about 8 years. 

Q .—On secure loans? 

A.—Mortgage loans involve a year at least before they could get the 
decree and it will take 11 years at least for the realization of his amount, 
if the. property secured happens to be movable. 

Q .— You were just saying that your lending rate is 12 to 15 per cent. 
You now say that you get an averago of 30 per cent on your lendings. How 
can that be possible? 

A.—The 30 per cent realization is our gross income. After making allow¬ 
ances for bad debts, court expenses and all other incidental charges, we 
could realize only 12 to 15 per cent on our money. 

Q .—Do you mean to Bay that in most of your lendings you will have to 
charge penal interest owing to the default of the parties on the due date? 

A,— In the majority of rases, tlio borrower is not able to pay on tho 
due dates at all, and it often happens that unless penal interest is charged, 
the amount is not realized. Naturally the interest realized at that tune 
works up to 30 per cent gross. 
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Q .—You charge 71 per cent on jewels? 

A.—Yes, we have lent to about 5.000 people on jewels. Out of these 
100 cases are at default. Invariably they are not prompt in their repay* 
ment. 

Q .—Will it not bo the case among indigenous bankers also? 

A .—It is not so in the cose of indigenous banks. 

Q. —You want that the All-India Reserve Bank should co-opt local 
directorates in its branches at nil district headquarters of provinces. Do 
you think that it is possible? 

A. —Yes, it is possible. 

Mr. Thomas : You state in your memorandum that co-operative societies 
have already ousted the money-lenders. Is that so? 

A. —In most of the villages the money-lenders are becoming extinct. Co¬ 
operative societies have done a groat deal towards this end. 

Q. —In how many villages of the district you have got co-operative societies 
now? 

A. —J do not know that exactly, hut in my own vilfage there is one 
society. 

Q. —But it is often alleged that oven in villages whore there aro co-opera¬ 
tive societies, 75 per cent of the loans nro given by the indigenous monev- 
londers. Is this true? 

A. —It may bo, but I am not acquainted with it. 

Q. —In any village known to you where both these agencies function, 
can yon tell me approximately what percentage of people resort to the 
society ? 

A. —Only a small percentage of the people resort to the co-operative 
society, hut n majority in country parts go very often to their neighbours 
and satisfy their urgent requirements. Whenever a rich ryot in a village 
has got some money to spare, lie immediately lends it to some neighbour 
who requires it. He does not generally go to a hank to deposit his money. 

Q .—Could you give me the proportion of agriculturists that place deposits 
with your bank? 

A.—Only about 10 per cent. 

p.—You speak of 125 joint-stock hanks in this district. T suppose yon 
include nidhis also? 

A.—Yes. 

Q. —Would you call nidhis joint-stock hanks? 

A.—They will in a way come under the category of joint-stock banks. 
They can do all the functions of a joint-stock bank except discounting of 
bills and the collection of cheques of their constituents. Tnev do not invent 
their funds in Government security or trusts or on any other debentures. 
That is the only difference. 

Q .—Tn regard to functions, all that a joint-stock bank does, the nidhis 
also do, hut with regard to their constitution, is there not some difference? 

A.—There are some differences in their constitution, such as the reduc¬ 
tion of capital and the submission of some of the returns. The nidhis would 
not find it difficult to do these. 

Q. —Do you agree therefore with the view that the nidhis should develop 
into joint-stock banks? 

A.—I rather think so. That is my candid opinion. 

p.—Already the nidhis are just like joint-stock hnnks. Are they not? 

A.—Yes, they do all the functions of a joint-stock bank more or less. 

P.—Tt is only in their constitution that there is Rome difference? 

A.—Yes. 

O. —Do all the nidhis use the word “ limited ” after their names? 

A.—Yes. 

P. —Are you aware of any recont judgment of the High Court concerning 

nidhis? 

A.—Of course in the High Court judgment it is said that if a nidhi goes 
into liquidation, the liquidator has right to add as contributories the share¬ 
holders who hnve retired and that has causod a great deal of panic and 
unnerved the investing public. Tt affects only the people who have oonw 
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under the funds. But nidhis are not affected by this ruling of the High 
Courts, because the transferee becomes the holder of the share and he gets 
all the rights and liabilities of the transferor. 

Q .—If the nidhis are going to be proper nidhis, the judgment will not 
affect them at all? 

A.—Yes. 

—You speak of autonomous co-operative societies being started in the 
villages. What do you mean by thatP 

A. —Some literate people should be appointed to run these co-operative 
societies without there being the necessity to be guided from elsewhere. 

Q. —But, at the outset, for organisation and for safeguarding the interests 
of the members there should he some sort of control. Is it not soP 
A. —Of course there should be some from at a distance bnt not too near. 

<f .—Is not a co-operative society autonomous in the right sense P Is 
there any impediment or nnv interference now whieh is uniustifiableP 

A .—Of course the unlimited liability is a Damocles’ sword hanging upfp. 
the societies. '* 7 

Q. —How is itp 

A .—The members are so much afraid of the unlimited liability, but the 
limited liability would be a safe course to adopt. 

O. —But, in Germany all the societies are of that sort, are they not? -r 

A.— Yes. *. ■ T * * 

P. ~But the Damocles’ sword does not hang there? 

A. —No. Tndia has advanced by gigantic strides in the course of the last 
25 years more than any country. 

0. —You speak of developing the bills. Do you mean by that the commer¬ 
cial bills P 

.4.—The commercial hills have to he discounted. 

0 .—We have got hundis. Are they not bills? What is lacking in tbemP 
A.—There should he some sort of rediscounting of hills. Tf a person gives 
a joint pro-note, that should be a negotiable instrument. 

0.—Now what stands in the wav of its l>eing treated thus? 

A .—The lack of confidence in the people stands in the way. 

Q. —Is the real reason for that the fact that our hills are most accommoda¬ 
tion bills P 

A. —T do not think that there are any accommodation bills. 

Q. —T am not sure if you quite follow the meaning of aooommodatioi. 
hills. Thev are merely to borrow money, is it not? Or are there genuine 
commercial transactions behind thorn? 

A. —Certainly. 

Q. —Is it not a fact that thn reason the Imperial Bank does not do such 
business is because the proper kind of bills are not placed before them? 

A. —Yes, it does not conform to the exact method followed in England 
and other places. Tt will he better if the standard is Raised and brought 
on a par with what is obtaining in the western countries. 

0.—Therefore you think that the real difficulty is in our methods of 
business and that if they are improved, our commerce may develop and our 
securities may be more valuable? 

A.—Conservatism comes in for a good deal. Most of these do not adopt 
the'hundi system at all. 

0. —Do yon think that the stamp duty stands in the way? 

A.—The reduction of stamp duty on cheques has done a good deal to 
make these cheques more popular than they were before and oven Tamil 
cheques are now being issued by some of the nidhis. 

Q .—Have you found anv difficulty in using the vernacular in ohequesP 
A.—There is no difficulty. I think that even the Imperial Bank can 
follow suit. 

9.—Is there no difficulty in deciphering the names? 

A.—No. What I say is that hearer cheques should continue to he bearer 
cheques. 
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—You would encourage the use of the vernacular? 

.—Yes, I would strongly urge the use of the vernacular. 

J .—Is it only a matter of having a certain number of pandits? 

.—There should be some people versed in caligraphy to spell through the 
signatures. 

Q .—Do you think that the Imperial Bank and the exchange banks aocept 
such documents? 

A.—Why not? They can employ an expert or appoint a cashier or some 
other person whom they can hold responsible for dealing with such things. 

—Will there not be other difficulties in the way? 

L-—Tf specimen signatures are obtained and verification is made there will 
not be any difficulty about it. and J do not think that anything will go 
amiss. 

0.—Has the cheque habit been increasing lately? 

A .—Only very little. 

Q .—Has it not increased after the abolition of the stamp duty on cheques P 
A. —No. After the war ended there has been a plethora of money and 
so the cheque system has got into the province. The fabulously high prices 
which obtained in Southern India during the war has made especially 
Coimbatore a little bit rich and the rlieqne system in the vernacular began 
its genesis from that point. 

Q. —Just half an hour ago we were told by another witness that Coimba¬ 
tore had become poor and that on account of the poverty of the district the 
shares had to be withdrawn. Is that not true? 

A. —That is only recently duo to the doarth of rain. Tn the wake of 
the war the people were very much wealthy. 

Q .—What percentage of your transactions nre in cheques? 

A .—About Its. 80,000 or 5 per cent. 

Q.—' To how many people have you issued cheque books? 

A .—To 15 persons. 

-What claases of people are theyP 

l.—Public institutions, private people, somo vakils and some merchants 

too. 

Q. —Do those cheques go to other persons in payment of dues and then" 
come to you for payment P 

A. —No. Tlio other banks or nidhis do not honour our cheques and wo 
do not honour tlio choques of those banks or nidhis. Conservatism is still 
prevailing due to want to confidence. Also our articles of association have 
precluded us from doing such,a thing. 

3.—Then you have made only just only a beginning in the use of cheques? 
1.—Yes. 

Q .—So it is not true to say that the cheque habit has “ increased wonder¬ 
fully ” in the district as Borne ono said to us yesterday? 

A.—No. The increase is appreciable only ns compared to what it was 
before. • 

Q .—People do not give cheques to their creditors and shopkeepra in 
payment of dues? 

A.—They give it only to people of known status and identity. 

Q .—In regard to the nidhi of which you are the Secretary, could you tell 
me what portion of the profits declared in 1029 was drawn from penal interest? 

A.—It forms only a fifth part of the total amount of interest which alone 
is given in the statement. 

Q. —Do you think that this proportion will hold good of a good many 
nidhis? 

A.—I should think so. 

Q. —-Have you had occasion to learn details of the working of the other 
nidhis in this district? 

A.—Of course I used to compare the activities of the various nidhis. 

Q .—Could you tell me to what classes of people you have advanced these 
loans? You have only classified the loans from the point of view of the 
securities? 

A.—We give jewel loans to most of these agriculturists and also ether 
people pledge gold, silver, precious stones and other things. 

60 


t 


474 


J |.—What I want to find out is what percentage of the borrowers are 
ing people, what percentage are agriculturists and so forth P 
A.—The greater part of them are agriculturists; invariably from January 
to March they want money for the payment of kist and they bring jewels 
and take money. At this time of the year there is an influx of jewels. 

Q .—Are the jewels redeemed when they sell thoir produce? 

A. —Yes. That happens usually some time in April or thereabouts. Also 
for performing some marriages and other ceremonies they require their 
jewern and so they redeem the jewels that they have pledged. , 

Q .—When do the cotton growers sell ? 

A.—Some time after April or May. 

' Q. —What proportion do you give to traders ? 

"•A. —About 20 per cent to the merchants dealing in grains and other 
things. 

Q .—What about professional people like lawyers and doctors? 

.4.—They form about 5 to 10 per cent. They do not much resort to 
borrowing. Only Government servants, clerks and others form about 10 
to 15 per cent and we lend money to them mi the monthly payment system 
so that as soon as they get their pay, they can pay off thoir instalment of 
debts. 

Q .—What reserve have you got? 

A .—Nearly a lakh of rupees. 

J .—Tn what form does it exist? 

.—It is mingled with the ordinary transactions. 

Q. —But are the profits only paper profits or are they real profits? 

A .—They are real profits. 

Q .—What bad debts have you, and what provision have you made? 

A.—"We make a provision tor it year after year. We catalogue these 
things under the heading ‘bad debts’. 

Q. —What securities do you hold? Do yon not keep your reserve fund 
in securities? 

A.—We do not invest the reserve outside the concern. We rather hold 
it along with the working capital. 
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.—Why do you not invest in Government paper? 
.—It is because the return is not high enough. 


Q. —If the securities were more profitable you would hove invested? 

A.—Yes. 

Q .—What then is the security for the five lakhs of rupees deposited with 
you by the public? 

A.—We have tangible debts on the pledge of jewels and loans on single 
security to the extent of Rs. 2*to ;5 laklis. These are all on on-demaiul 
pro-notes and every month wc go through the list of the persons front whom 
money is due to us and we guage the financial status of all the people to 
whom we have lent money. We lend money only to people of sound financial 
standing and status. 

Q. —If there is a sudden call for the funds deposited with you, what will 
you do? 

A.—We will demand the money from those of our customers who have 
borrowed money from us payable on demand. 

J .—What will you do if some of them failP 
.—They will net fail and such a contingency has not arisen. 

Q. —Supposing it happens P It has happened before in other places and 
in other cases? 

A.—That is why I said I want a reserve bank. 

Q. —Before the reserve bank is founded you must be making some provi¬ 
sion for keeping your own reserve. What are you doing now? 

A.—About Rs. 24 lakhs we have given as loans on jewels and they are 
easily realisable and also the share loans are on tangible security and deposit 
loans are also easily realizable. 

).—But that will mean delay, will it not? 

1. —There may not be much delay. 



Q. —Is what you sau, iu conformity with bunking practice elsewhere? 

A .—We do not conform rigidly to such rules. We keep some liquid cush 
always and Invest money in the local batiks, the Imperial Bank, the District 
Urban Bank or the Madras Indian Bank. 

Q .—But are you satisfied that the amount of cash you keep now in such 
banks is ample? 

A .—The difficulty has not presented itself so far. 

Q .—You must rcineuibor that this is a period of slump now and crushes 
generally happen in such u situation? 

A. —It may not happen. 

Q .—But it has happened in the past and such instances might repeal 
themselves. Jf such a contingency arises what will you do? 

A. —We hope to realize a major portion of the moneys lent on the tangible 
securities. 

Q. —l)o you think that the way in which you arc running your nidhi 
can lie considered as typical of other nidhis in the district? 

A.—Yes. 

Q— Have you liad occasion to study the dotails of the other nidhis in this 
town ? 

.4.—Yes, 1 have studied them. 

Q .—Do you think that they arc all running cm secure and proper linob? 

A .—I am not competent to pass any remarks. 

Q .—Are you aware of the fact that many nidhis lmd to be wound up 
about four years ago? What safeguards have you tuken to avert such a 
culamity? 

A. —In the lending business we are very careful and wo have limited our 
business too. 

Q .—Have you any suggestions to make for the building up of a reserve 
fund for every nidhi? 

A. —That is the sine, gun non , the indispensable necessity for each bank 
to huve a reserve fund. 

Q.—What do you allot for reserve fund? 

A.—About Ks. 5,(XX) has been set upurt from the profits towards the 
reserve amount. 

Q .—Is that provided for in the articles of association? 

A.—It is not included in them and that is the pity of the whole thing. 

Q .—Your suggestion is that it should lie included iu the articles of asso¬ 
ciation ? 

A.—Yes. 

Q. —Do you think that the iuw as it stunds to-day sufficiently secures the 
interests of the public that deal with the nidhis? 

A.—Fairly so. 

(The Chairman resumed his seat.) 

The Chairman : Is there not u provision in your articles of association 
that payments will lie made on current accounts and for other deposits only 
if funds are available? 

A.—There is rio such provision. 

Q. —The point T wish you to clear is this. In these funds there is a 
definite provision that deposits can only be withdrawn at any moment and 
this provision refers to what they cult the current deposits. Is that not 
so? 

A.—There is no definite provision. But the current deposits can be with¬ 
drawn at any time and for the fixed deposits to be. withdrawn at least a 
month’s notice should be given. 

Q. —Have you no such provision in your own nidhi? 

A.—Current accounts we will have to honour on presentation. 

Q. —If you cannot meet a cheque drawn on you, you have got to go into 
liquidation. That is what it comes to. Is that not so? 

A.—Yes. But we make a provision to meet such contingencies. 

Mr. Shantnukham Chetti: Do you think that you are bound under your 
articles of association to honour the current account cheque when it is 
presented? 

A. —Yes. We are on the safeguard to meet current accounts. 



The Chairman: Do you consider yourself at liberty to close your doors 
whoa you think it fit to do so P 

A.—No. We are bound to answer the Registrar of Joint-stock Companies 
too. 

<3.—Have you got your hours of business ? 

A. —Yes. 

Mr. Thomat: For what period do you receive your deposits P 

A. —For one year and two years. We pay at the end of the period. 

Mr. Maricair: At what rateP 

A. —6 per cent. 

* The Chairman: In your balance sheet at the 30th of June there is a 
cash balance of Rs. 55,000. How is it that special efforts were made to 
collect the dues at the end of tho year? 

A. —Invariably the months of May and Juno aro dull seasons. So ail 
the money that is lent comes in. 

Q .—Cash balance Its. 55,000 is a big balance. Do you keep such balances 
all the year round P 

A. —We do not havo it all the year round. 

Q. —Do you follow the same financial year as the co-operative department ? 

A.—Yes. 

Mr. Copula Menon : Do you think that the cheque habit has not increased 
in this district P 

A. —Aftor the war people have begun to use cheques more freely. 

Q. —Bnt it has not become popular, I presume? 

A .—After the removal of tho stamp duty on the cheques it has lieen made 
more popular and Tamil cheques arc being used. 

Q. —Are you issuing vernacular cheques? 

A.—Yes. 

Q. —Have you got any suggestions to make to popularize the issuing of 
more cheques? 

A.—The Imperial Bank also should make it a point to take and issue in 
its branches vernacular cheques. Tho Imperial Bank should issue vernacular 
cheque books to its clients. 

Q .—Do you think that ii cheques are issued on the Imperial Bank for 
payment of Government salary and cashable at tho treasuries, will there bo 
better circulation of cheques? 

A.—As it ib the Imperial Bank is able to pay only on the encashment of 
cheques. 

Q .—There are certain places where you have got treasuries but there are 
no branches of the fmperial Bank. Treasuries are not cashing cheques issued 
by the Imperial Bank say for the purpose of salary and other things. Do 
you think that if such a thing is developed cheque habit will receive further 
stimulus? 

A.—Surely it will add further stimulus. People have now to wait for 
a long time to cash their cheques. There should be expedition in the encash¬ 
ment of cheques. 

Q .—But what about the banks’ responsibility to see that endorsements 
are in order? 

A.—It is the banks’ duty to see carefully passing order in cheques. In 
the case of bearer chequo the responsibility lies on the drawer. 

Q. —But with regard to order cheques if endorsements are made in verna¬ 
cular the banker takes the responsibility. Then special men have to lie 
appointed in each bank to scrutinize these signatures and assure their iden¬ 
tity, legibility and genuineness. Do yon think that it is easy to get over 
this difficulty? 

A.—Special functionaries must be appointed. There will bo only about 
fifty oiients whose names will be marked. Any functionary can identify 
their signatures. 

The Chairman: Do you think that the signature in Tamil would be less 
easy to decipher or identify than in English? 

A.—I think so. The Tamil expert can very easily decipher. 
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<2.—Is it custoinury in Tamil as it is in English to have the same writing 
on itP 

A. —It is always so. With regard to the writing they give correct endorse¬ 
ments on the back. 

Q. —Vernacular signatures arc of invariable uniformity? 

A .—It is the chief obstacle. Some of them do not put the same initials. 

I would suggest that the name of the father of the executor and the 
designation of the drawee should lie specifically made on the other leaf. 

Mr. Gojjala Meiwn : hi that way you realize there is somu difficulty lor 
nidhis and bankors if Tamil cheques are to go to the Imperial Bank or any 
other bank ? 

A. —Indian hank does not find much difficulty and Tamil cheques are passed 
freely. 

Q .—Are they not taking a great risk in paying the Insurer cheques on which 
there is a special endorsement ? 

A. — The reajjoiwihility is greater. Experts arc appointed to scrutinize 
these signatures. 

Q. —] wish to know whether cheques drawn by the co-oporutive central 
bank on the Imperial Bank is cashed in any of the treasuries? 

A. —It is cashed in the Imperial Bank. 

Q. —Suppose it is allowed to be cashed in the treasuries. Do you think 
thou that cheque hubit could further be developed? • 

A .—in places where there aro not branches this by stun could be tried. 

Will there bo any great risk? 

.—01 course the revenue authorities concerned will surely exercise a 
judicious control and scrutinize the cheques before they arc encashed. I don’t 
think that there is any risk. 

Q .—Do you like to put^thc responsibility on the passitig officer in a bank? 

A.—There will be no difficulty in the treasury to find out the identity of 
persons who aro presenting cheques for encashment. 

Q .—Suppose salaries above its. 150 are paid in cheques. Would that 
develop this system of cheque habit? 

.4.—Yes; all of them may deposit but muy draw it as the demand arises. 
Men who are drawing about Rs. 100 are hardly able to meet both ends. I do 
not think there will lie any balance to lay by. 

Q. —My idea is 1 wunt to create a banking habit amongst these people. 
Even if a man gets Rs. 100 could he not put the amount in a bank and 
operate upon it? 

A. —Of coarse he can; but, he will have to draw it before the end of the 
week. 

.—Do you think that ill that way wo can create a chequo habit? 

.—Yes. 

Q. —Don’t you think that by the issuing of postal cash certificates the 
bankers have been seriously affected? 

A.—Only the poor ryots and labourers go in for postal cask certificates. 
The Imperial Bank and the joint-stock banks are not least affected. 

Q .—Do yon know the idea or the purpose with which the postal cash 
certificates were introduced? 

A.—To iuduco thrift, prudence nud parsimony among the labourers. 

<j>.—Does it not also encourage banking facilities where there aro nono 
available now? 

A.—Yes. Jt is increasing. Not only the poor labourers but even the 
middle class men invest their money in postal cash certificates. 

-Have you got any suggestions to make it still more popular? 

.—The period should be reduced from five to three years. 

Q. —You say that banks can undertake to sell postal cash certificates and 
also Government securities. Do you think that yon can farther popularise 
Government securities? Of course Government promissory notes can be 
directly purchased from the Government treasury. Are you correct in that 
statement? 

A .—I was under that impression. I am open to correction. 
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Q .—Do you think that it could be made more popular f 

A.—Yes ; by creating confidence in the minds ot the poor ryots. 

y.—What is the lowest denomination for the Government paper now? 

A .—It is Rs. 100. 

Q .—Suppose the treasuries are allowed to sell these, will many people buy 
thisP 

A.—The denomination should be lowered to 25 and multiples of 25. 

Q. —Do you think that wo can then make tho investment in other Govern¬ 
ment securities more popular P 

A.—Yes. 

Q. —Do you think that people in the villages would invest in these securi¬ 
ties at the present rate ot interest ? 

A.—The rate of interest should be on a par with the postul cash certi¬ 
ficates. 

y.—Suppose the lower denomination is made transferable, will there lie an 
increase in the sale? 

A.—Transfer should be made very easy. 

Q. —Can you think of any way by which the postal cash certificates call 
be made more popular? 

A.—The year of redemption should be reduced and tho rate of interest 
14 possible should he raised a little higher on a par with the rate of interest 
paid by the co-operative hank or Imperial Bank on the deposits. 

Q. —Is it possible to make that cashable at any time without loss of reason¬ 
able interest P 

A.—It is not possible. 

Q .—In regard to a question put by Professor Thomas you told him that 
there is some difficulty for the indigenous bankers in rediscounting their 
liundis. What prevents them irom rediscounting*the hundis at the present 
day? 

A.—The difficulty is that they are not accredited. They do not pass on 
with much credit. The people have a good deal of misgiving. Hundis should 
bo made negotiable on a par with the demand drafts. The rate of interest 
should lie reduced. 

y.—Your ideu is that the lute of interest should be reduced by legislationP 

A.—Certainly. 

Q. —Is it passible to reduce the rate of interest in the country by a legisla¬ 
tion? 

A.—Weekly or fortnightly information should lie published about the rates. 

Q. —Do you not think that it is a difficult matter? 

A.—The Imperial Bank does not find it difficult. 

y.—Do you not think that it is only by competition that the rate of inter¬ 
est can be brought dowuP 

A.—Yes. 

Q. —Do you not think that the whole question of organization of the money' 
market is the crux of the lower rate of discounting ratesP 

A.—Yes. We will lie able to organize the money market and discount 
bills and do a large volume of business. The people withdraw their money 
on account of the glamour of interest. 

y. —Does it not in any way affect with the furtherance of commerce, 
industry or trade? 

A.—That is only temporary. It is only during the slack season that there 
is surplus of money liecause of the offer of high rate of interest. 

Q .—You say that on account of the banks’ failures in 1913 and on 
account of the disastrous effects produced thereby merchants have drawn 
lessons. Can you give us the number of failures of the banks os far as you 
know since 1913 in this presidency? 

A.—In this presidency few banks have failed. 

J .—Which are they? 

.—One of the banks in this town. It is due to want of management. 
It is only a nidhi. 
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O.—Any other joint-stock hank P 

A.—Only some failures in Punjab. Many industries were stai-ted through¬ 
out India. The Tata Industrial Bank which was started for purely industrial 
purposes had to be amalgamated with the Central Bank of India. 

Q .—You cannot tell us of any bank in this presidency? 

I.—No. 

Q .—Failures of any indigenous bankers? 

A.—No. 

Q .—You have referred to the hoarding in gold and jewellery to the extent 
of forty crores of rupees in TndiaP 

A.—Yes. 

Q .—You want these to be diverted into substantial investments. How 
can we do thatP 

A.—Invest them'in industrial banks. •. 


Q .—You say this money should lie invested in industrial concerns. Of 
course it is a very good thing. How to get it done? 

A.—It is a cardinal thing. Only by mass education and female education. 

Q .—Do you not think that the co-operative department should attack the 
hoarding to some extent? 

A.—Yes. 

Q. —Don’t you think that if increased hanking facilities are given we 
might bo able to attack this hoarding practice? 

A.—There may be scope for the smaller depositors. 

Q .—Is it due to want oi suitable form of investment in the country that 
people are taking to investment in jewellery? 

A.—Want of proper institutions for receiving the deposits and the want 
of confidence. 


(The witness then withdrew.) 
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Thursday, 6th February 1930 
COIMBATORE. 


Pkksbnt: 

Mr. H. M. Hood, i.C.S. (Chairman). 

Mr. P. J. THOMA8, M.A., B.TilTT., PH.D. 

Mr. C. Gopala Menon, m.l.c. 

Khan Bahadur V. Hascerd Srr.T**. IIahtcaiii Sahib Bahadur. 


M.R.Ry. B. MBTHUKTJMARABWAMI MtTDALIYAR Avargal, 
Proprietor, K.R.V Press, Raja Street, Coimbatore. 


* 


Oral evidence. 

The Chairman: Well, Mr. Muthukumarnswami Mudaliyar, I understand 
that you have considerable experience of these nidhisP 
A. —Yes. 

Q .—Can you tell me whether yon know anything about the nidhis in 
Madras P 

A .—I do not know. 

Q .—How are the nidhis run here? People who want to become members 
join together? 

A. —Yea. 

.—They contribute what you call share capital? 

.—Yes. 

0.—They pay Rs. 2 per month for one share? 

.4.—There are two such banks of that kind. 

J . —Is that the common form? 

.—No. 

.—What is the common form? 

.—Share money is paid. 

Q .—What is the amount? 

A.—-There are shares of Rs. 100, 50 and 25. 

Q .—Paid in lump? 

A.—Yes. 

Q .—Can they borrow against their share capital P 
A.—Yog. 

Q .—Can they withdraw itP 
A.—It cannot be withdrawn. 

J . —Can it be transferred? 

.—Yes ; it is transferable. 

J . —Monthly share? 

.—There are only two such companies which are without registration 
under the Companies Act. 


I 


-How do these nidhis differ from any other bank? 
.—There is no difference. 


3,—You are connected with several of the nidhisP 
A.—I am connected with Janopakara Nidhi, Ltd., Dravva Sahara Nidhi 
Varthagasangam Nidhi, the City Bank, the Town Bank, and the Aryan 
Bank. 
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take it you are a member of many nidhis? 

-Tee. 

Q. _ What is the object of these nidhis? 

A.—To receive deposits, to advance loans on jewels 
to grant loans and to give money on pro-notes. 

Q .—you do not take any interest to know for what 

raised P , 

A. —No. We do not enter into the question at all. 


and to help people 
purpose the loan is 


Q .— The main object of your nidhi is to run it in the interest of the 
promoters P 

A .—It is for public good. 

Q .—Do you think that these nidhis differ materially from any other form 
of joint-stock bank? 

A .—There is no difference. 

Q .—Is there any particular reason why it should be brought under a 
special legislation? 

A .—There is no justification for any special legislation. 

Q .—Do von consider it necessary or desirable to control these nidhiB? 

I.—No.' 


Q .—You do not think that it is desirable that there should be any further 
control by the Government beyond what is at present provided by the Com¬ 
panies Act? 

A .—The nidhis may he compelled to deposit their reserve funds in some 
other bank. Now the reserve is being utilized as working capital with a 
view to earn interest. 


O .—What about audit? 

'A .—Our accounts aTe being properly audited now. 

Q. —Y 011 consider that satisfactory? 

A .—It is done satisfactorily. 

Q. —You do not think that there is any need for control either by Govern¬ 
ment or anybody else? 

A. —No need. 

Q .—Is there any other direction in which you think there ought to be 
control over the nidhis? 

A.—Only with regard to the reserve fund. 

Mr. Thomas: You told the Chairman that the audit now being per¬ 
formed if> quite satisfactorily. , Have you heard <>l defalcations in certain 
nidhis ? 

A. —Yes, there are some litigations going on now regarding that. 

0.—Are there not certain cases pending in the courts? 

A.—Yes. 


Q .—Was there any complaint from the auditors before the loss of money 
was recovered P 

A .—It was os a result of the audit that the case of defalcation was found 
out and the case lodged. 

0 .—But the defalcation did not happen all on a sudden? 

A.—It was as a result of the audit that the defalcation was found out. 

0 .—How do you keep your reserve fund? 

A.—l employ it as working capital. 

Q .—Is there any rule of keeping a certain proportion of the profits as 
reserve fund? 

A.—Only in the Town Bank, and in others there is no rule. 

Q .—Why not place your reserve fund in the Imperial Bank or some 
other secure institution? 

A .—The rate of interest given by them is not much. 

Q .—You said that the reserve fund Bhould be put in some other bank 
and you vourself are not doing it. Before legislation compels you, why 
not do it P 

A.—In the Imperial Bank there in no interest. 


61 
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Q .—If you lend out all your money and there is unexpectedly a demand 
for money how will you meet it? 

A.—It is for that that I wanted that legislation. 

Q .—In the whole of England there are only five big banks with numerous 
branches, but here in the town of Coimbatore there are about 80 to 100 
banks. How is it sop 

A.—To provide employment for relations and friends. 

The Chairman: He who wants a secretary’s post starts a bankP 

A.—Yes. 

Q .—Does the same apply to co-operative societies? 

A.—I do not know. 

Mr. Thom-as : May I tell you that in England there were formerly many 
thousands of banks and on account of the competition and loss resulting 
from that they have amalgamated the different banks into five large bank¬ 
ing institutions and they are each mast solid foundations to-day, _ Would 
it not be to the advantage of all concerned if your nidhis in Coimbatore 
combine in the same manner. You are director of six nidhis. Why don’t 
you exert your influence in that direction? 

A.—There is no union. 


t 


share 

A 


t 

l 

1 


•Do you come from the mufassal or from the townP 
— 1 am a resident of the town. 

—Loans are given on the security of shares P Whnt proportion of the 
value is so given P 

,—75, 80 and 90 per cent of the share amount are paid os advances. 

—What percdhtage of the share-holders thus borrow P 
,—40 per cent of the share-holders on the average. 

What is the rate of interestP 
-74, 9 and 101 per cent. 

,—Why the difference? 

,—The difference is due to different rates in different banks. 


—Are you 
Yes. 


a landholder P 


t 


J .—Where? 

.—In the Coimbatore town, Anamalais and in Gobichettipalayam. 

'.—Do you own cotton lands? 

L.—All the landH have been let on luthagai. On some of the lands the 
tenant cultivates cotton. 

-Do you lend to your tenants? 

-No. 

.—Do you lend in Coimbatore town? 

.—I keep my money as deposit in the banks. 

.—Don’t you lend to any one then? 

.—I lend in the villages'. 

f .—Is any part of the money you lend borrowed from the nidhis P 
.—No. 

Q .—Have you raised loans on share capital P 
A.—Sometimes I do. 

Q .—Can you not take loans from the nidhis at 71 jksi* cent and lend to 
the villagers at 9 or 12 per cent and thus do good business? 

.4 .--I do not do that. 1 keep my money in the bank at 71 per cent 
interest. 

-How do the shop-keepers here get loans? 

-From Saits and Marwaris. 


-a kJ«*»vo auu mninm 19, 

Q .—How many Marwaris are there P 
A.—10 or 16. 


Q - Whut ore the rates of interest on small loans given by them? 
A.—9, 101 and 12 per cent. 

Q .—Is the Marwari rate of interest so low? 

A.—That is the rate they charge. 
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J ..—Does the custom of deducting the interest in advance prevail heref 
.—No. 

<J.—Do tlie directors specially recommend certain customers for loans 
and'in return receive some mamool from them? 

4.—No. 


Q .—Is it not true that the secretary sends the application for loans to 
the director who is interested in the man and then that director writes 
‘yes’ and it passes round without much opposition? 

4.—Yes, that practice is going on. 

0 .—How much of bad debts are contracted in the nidhis? 

4.—You can find out from the balance sheet. 

Q .—Do the directors get money at some rates of interest as others? 

4.—No, there is no concessional rato of interest for them. 

Q .—How do they dispose of unclaimed jewels pawned to the l klhis? 

4.—Wo put it in auction after three months. 

Q .—If there is a balance after paying the whole debt? 

4.—It is sent to the owner. 


(The witness then withdrew.) 



484 


Friday, 7th February 1930. 

CQIMBATOHE. 

Present : 

Mr. H. M. Hood, l.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., ph.d. 

Mr. C. Gopala Menon, m.l.c. 

Mr. M. A. Mdthiah Chettitah, b.a. 

Khan Bahadur V. Hameku Sultan Maricair Sahib Bahadur. 

Mr. R. K. Shanmukham Chbttiyab, b.a., b.l., Member, Indian Central 
Banking Enquiry Committee. 


M.BJRy. V. SWAMIHATHA AYYAB, Avargal, BA, Deputy Regis¬ 
trar of Co-operative Societies, Coimbatore. 


Oral evidence.* 


The Chairman: Mr. Swnminntha Ayyar, you are the Deputy Registrar 
here? 

A .—Yes. 

C-—Whet about the eo-operative societies, are they financing agriculture 
to any material extent? 

A.—Most of them are financing. 

0.—How many societies have you got in the district? 

A.—630 societies. 


Q .—Agricultural societies ? 

A.—About 600. 

Q .—That is about one for every three villages? 

A. —Yes. 

O .—What are they lending money for? 

A.—Mainly for their annual expenses for their family, some for dis¬ 
charge of prior debts and a third of it for cultivation expenses. 

Q .—Only a third for cultivation expenses? 

A. —Yes. 


Q .—Do they get enough in the villages for cultivation expensesP Do 
they get all the money for cultivation expenses from the co-operative socie¬ 
ties or do they borrow from elsewhere P 

A .—They borrow from elsewhere. 

0.—Why? 

A.—At times in certain societies the facilities offered are not sufficient. 
The panchayatdars do not fake sufficient interest and loans are not readily 
available. On account of this indifference of the panchayatdars'loans are 
not given promptly. 

Q .—How long does it take to get a loan? 

A.—Six weeks to two months. 


Q .—Is that of any use for cultivation expenses? 

A.— The money must be made available if possible within three weeiks. 

Q .—Have you tried it? 

A .—We tried it in alwut 20 societies and have succeeded in giving the 
loans within three weeks. 


For written evidence, vide pages 1230 to 1232, vol, HI. 
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Q. —How? 

A .—A special inspector was put in charge oi that and lie took the union 
secretary along with him to the society and the people were asked to pre¬ 
pare the loan application, or in some coses loan applications were made 
on their behalf by the inspector or the supervisor, it was immediately taken 
to the union and sanction obtained. Thus money was obtained in three 
weeks. 


,—Is that of any use P 
.—That is sufficient. 

Q .—If a man wants Rs. 15 for manuring his land after the rains can he 
wait three weeks? 

A .—But he applies earlier. 

Q .—Does he? 

A.—But he hasv made the application three weeks before the money is 
wanted. 

0.—When they get the money do they draw the whole of it at once? 

A.—Of course it was arranged that Rs. 20 was to be given for one acre 
and Rs. 10 of it was paid immediately and the rest afterwards. 

—Do they need this Rs. 10? 

-For garden lands they need it. 

'.—None of them had sums of their own? 

L.—This year money was given to all of them on the condition that the 
cotton raised should be lmndcd over to tho Tiruppnr Cotton Sale Society. 
A bond to that effect was taken from them. 

Mr. Uojxila Menou: We have been told during the past few weeks that 
several of the co-operative and primary societies arc not working well. Do 
you think all these societies ore well directed under honorary non-official 
management or do you think that the societies will work better when they 
have iull-timo paid officers. What is your opinion? 

A. —We want full-time paid officers. 

Q .—is it your opinion that the non-official management has lacked in the 
past, 1 do not mean with regard to directors, I mean with regard to secre¬ 
taries and treasurers and others who may be working solely at it but who 
are honorary officers? 

A.—While some of them are good enough most of them are bad. 

0.—-So is it your opinion that the time has reached when it should be 
worked by full tuned well paid staff? 

A.—It is absolutely necessary. 

Mr. Thomas: Is it true of primary societies as well? 

A. —For primary societies 'also we want puid secretaries. 

Mr. Go/nla Menon: You referred to co-operative marketing organisa¬ 
tions in your memorandum. What are your suggestions for improving the 
co-operative societies for marketing purposes? 5 

A.—It must be n real trading society, necessarily owning a ginning 
factory, and must provide the necessary facilities to the producer to make 
the produce marketable, via., ginning and crushing, godowns or sorting the 
produce and selling his produce in bulk with the produce of his co-members 
These are my suggestions, 

i £-77™ ro ? 1 nrd financing you say that these organisations could be 
brought under the State Aid to Industries Act? 

., A.—1 know at present it does not conic under that Act but I suggest 
that the Act lie liberalised tor that purpose. 

• 9-—Marketing is only with regard to raw materials ; but this Act is 

intended for manufactures. Do you want it to be brought under the same 

1 hav « threo .alternatives, the Imperial Bank of 

India, the Reserve Bank of India, or the State-Aid to Industries Act. 

that Tb?nir k i1v!' I funrti Tn of , a Bnnk - The complaint now is 

nl£t th n I W nal B . ank " h »ch is considered to be the bank in 

nt J? an fc lmv S *S nced , U P commercial business with the busi- 
ft banke !? , baak > and therefore it has failed in its functions. Bo 
when a reserve bank is established it should havo nothing to do with the 
marketing j it should entirely be a bankers’ bank? 

A ' eJu ldea 18 th * 8 ’ ***? present district urban bank and the central bank 
are not the proper agencies for financing those trading societies. 
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Q .~WhyP , A ,. 

A.—Banking and trading are two different things. If the trading socie¬ 
ties ate to succeed it must be managed by persons who know something or 
trading. As it is the central bank executive is very chary to finance them 
to the extent they require. 

Q .—Before going into that may I know what is your opinion with regard 
to the societies that are already working, Whether they have fulfilled tho 
purposes for which they have been started? Have they performed their 
legitimate functions lief ore they can be entrusted with other work and widen 
their activities? 

A.—I may roughly say that they have done about a third of our expec¬ 
tations. 

Q .—This committee is required to find out the ways and means of meeting 
agricultural credit financo. What is the method by which we can bring 
that into oxistence? 

A .—I should like to make one suggestion and that is that all the district 
urban banks (Co-operative Central Bank) should have a branch at every 
talnk centre. 


J 


,—Tn addition to that at the headquarters? 
.—Yes. 


Q. —In what way can you tackle the rural credit problem? How many 
villages are there in the Coimbatore district? 

A .—More than one thousand. 

Q .—What is the cultivation exponsos required for one acre of arable land 
in this district? 

A. —It varies but 1 cun say Its. 10 on tho average, and Rs. 5 in the cuso 
of rain-fed cotton land. 

Q .—So the total acreage of lands in the district multiplied by Rs. 10 will 
be maximum amount required for cultivation expenses. Co-operative socie¬ 
ties have been started to financo tlie ryots to this extent. Is that not? 

A .—Yes. 

I.—Have the co-operative societies fulfilled that function? 

-Not yet. 

Q. —In order to tackle this problem we have to find out an agency either 
in the shape of co-operative credit societies or other financial institutions 
say branches of some banks to go and work in the villages? 

A.—Yes. 

Q. —Before tackling tho problem of supplying rural credit finance to tho 
villages do you think that co-operative societies should undertake work in 
other directions ? 

A. —I want one society in every village to undertake agricultural finance. 

Q. —Before achieving that object do you think that co-operative societies 
should tackle marketing and other avenues of work? 

A.—I have said that for marketing there should be separate societies on 
a limited liability basis. 

Q -—Do you think that co-operative department can find enough officers 
to attend to the kinds of work? 

A.—I do not see why they cannot. 

Q -—So the position now is that people in these villages have not taken 
steps to start this work lxjcause of insufficient propaganda? 

A.—Yes, there is need for more propaganda. 

S .—Should this be done by tho officials or non-officials ? 

.—What after all can tho officials do in the matter. 

Q •—So it is the lack of enterprise on the part of the non-officials? 

A.—Enlightened public opinion in the matter. 

Q .—How are we going to tackle the problem? 

A.—Some export assistants may be got from the department. Unless 
co-operative societies are started in each village it is not possible as things 
stand at present, to finance rural credit. The habit of banking must ho 
ingrained before they attempt at bigger things. 

Mr. Thoimt: You have in this district about 600 co-operative societies? 
A.— Yes. 
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Q '—Can you tell me in which of these villages societies work side by 
side with nidhis? 

A.—No. 

Q .—In some small towns do they work side by side? 

A. —Yes, but not in many. The nidhis are mostly at the headquarters. 


Q _—la there no competition between them either for deposits or for 
granting loansP , 

A.—In the villages there are no deposits. Tt is only for granting loans 
that there is rivalry and even there those who are not members of the 
eo-operative societies go to the nidhis. 


J .—Not otherwise? 

.—No, not otherwise. 

Q .—Have you ajny idea as to the total deposits in the co-operative socie¬ 
ties in the whole district? 

A .—Do you want me to include the deposits in central hanks alsoP 


A'. —In the district banks it is Rs. 28 lakhs, in the agricultural societies 
Its. 33.000 and in the non-agricultural societies Rs. 20 lakhs. In all about 
Rs. 60 lakhs. 


Q ,—Could you tell mo at what season of the year do agriculturists want 
money? . 

A.—First during the time of cultivation and secondly during the time of 
kists and after harvest. For ceremonies, marriages and various other things 
they want money, but that does not apply to any particular month ; it will 
lie spread over the whole of the year. 


Q .—You say that immediately after the harvest there is a great demand 
in the money which makes the agriculturist sell the produce at any price, 
without holding it up for a favourable market? 

A.—Yes. 

Q .—Can you suggest any means by which this demand of money and the 
consequent underselling of the produce could be averted? 

A.—All that the cultivator could do is to get his produce to any 
co-operative sale society and get advance on the pledge of the produce and 
wait for a favourable market to sell it again. But those societies are only 
few. 

Q .—Could the village primary societies in the city undertake marketing 
in any way? 

A.—They do not undertake that work and they cannot. 

Q -—Do you not think that unless the co-operative agency does both the 
lending and marketing no real or substantial help could be given to agri¬ 
culturists P 

A.—Yes. 

Q .—What is the extent of operation of the cotton market at TiruppurP 

A.—1 think last year transactions to the extent of nearly 8 lakhs were 
done. 

Q .—What class of ryots come under this trading society? 

A.—Last year some merchants also came to the business, but since last 
5 ear we have taken steps to see that ryots alone are being admitted. 

Q .—Does the society own any godown? 

A.—The society had rented godowns to the extent of Rs. 2,000 for the 
year, but this year it has constructed godowns of its own. 


Q .—Hare they got any special staff for spinning and ginningP 
A.—They are being employed for ginning. 

Q •—To whom does the co-operative society sell its goods P 
A.—It sells it to the big merchants and the mills without any middle- 
j 1611 ' l ,® 01ne ^' lnes the kapas are, sold to the merchants too. The society 
does all sorts of business and we have no concern in it. 


Q .—Have they any expert to judge about these things P 
A,—Excepting the manager who is an inspector deputed to the work 
by Government this year, others are not experts in the business. 
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Q .—Has he any commercial training P 

A.—No, he has no commercial training, but he has been doing non* 
credit work for the last two yean. Government have lent his services, 

Q .—Is there sufficient co-ordination in this district between the Agri¬ 
cultural Department and Co-operative Department? Do you get any help 
from the Agricultural departmental officers in carrying out co-operative 
activities? 

A.—Sometimes the demonstrators attend the meetings of unions, beyond 
that there is nothing, 

Q. —Have you found any kind of inconveniences arising out of lack of 
co-ordination between these two agencies? 

A.—The point is that when the ryot wants the Agricultural Department 
he goes over there and when he wants any help from the Co-operative Depart¬ 
ment he comes over here. Therefore there is no question of lack of 
co-ordination. 

Q .—Do you agree that in order to improve the condition of the rural 
population better business and therefore better marketing are, absolutely 
necessary? The improvement of agriculture by itself may not often improve 
the agriculturist. Therefore without the proper co-ordination of the two 
departments, how can you expect any rural uplift? What do you think iR 
the proper agency tor affording proper marketing facilities? 

A.—These are absolutely necessary and must bo done by tbe Co-operative 
department. 

Q .—To carry out such work effectively, much propaganda work has got 
to be done. Do yon think that co-operative agency is sufficient to perform 
that task successfullv ? 

A.—Yes. 

Q .—Are any impediments at present in the way of the Co-operative 
department carrying out such work? 

A.—We cannot say there are impediments. T am not quite sure the 
Agricultural department is very anxious or earnest in spreading the know¬ 
ledge through the co-operative societies. 

J .—Have they got their own agency to do that work? 

.—They have got their own demonstrators. 

Q. —As a co-operative officer have you felt the need for greater co-ordina¬ 
tion and co-operation of the activities of Government in regard to the 
improvement of the cultivator. T mean, making him do better business, and 
thereby get better return for his crops? 

A.—Each of us is attending to our owu business in our own way. 

Q .—I think you have told the chairman that to meet the ryots’ culti¬ 
vation expenses you have been giving them loans at the rate of Rs. 10 per 
acre at the first instance. Are you sure that the ryots are making use of 
that money for raising the cropP 

A.—I am not sure. In fact we have got an estimate also of the result of 
the money given to them as to how much crop is likely to be raised, etc. 

Q. —Yon say therefore that there is not much fear of their diverting their 
money to other purposes? 

A.—This year we were very particular about that. 

Q .—What is the state of overdues in this district? 

A.—Not much, except in one area where the season has been disappoint¬ 
ing for the last two or three years. , 

0.—What is the proportion of your long and shortterm loans? 

A.—One-fourth of the loans are given as short-term loans and three- 
foucths as long-term. 

Q .—How long have you been in the service of the Co-operative depart¬ 
ment? 

A.—In this district I have been working os the Deputy Registrar for the 

S ast two and a half yearn and as a District Labour officer in the Tanjore 
istrict, I had done co-operative work for three years in the Labour depart¬ 
ment. 

Q .—Is the Usurious Money-lenders Act very effective in this district P 
A. —I have no knowledge. 
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p,—Have you been able to make enquiries into the indebtedness of the 
ryots in this district in the course of your co-operative activities? Can you 
also tell me how the ryots get themselves indebted? 

A. —No. Hie reason is that most of the ryots do not prepare their 
receipts and expenditure on various items and they do not mind to tell us 
the amount they spend on marriages, ceremonies, etc. 

Q ,—What percentage of the total borrowings do they require for culti¬ 
vation expenses and how much of it is met by the Co-operative department 
in this district? 

A. —One-third of the short-term loans now given by the co-operative 
societies to the ryots may be taken as the rough proportion for agricultural 
expenses. 

Q .—Has that been lately increasing? 

A. —Yes, substantially. 

Q .—You speak of the inordinate delays in the grant of loans under the 
hand Improvements Act. Have you had any experience of that? 

A. —1 have seen a lot of cases myself in Tanjore. 

Q .—Is it your opinion that ryots get loans much quicker from co-operative 
societies, than from the Revenue department under the Land Improvements 
Act? 

A. —I have no experience* of that in this district. But I know how it 
works in Tanjore? 

S .—What is the usual period needed for a ryot obtaining takavi loans? 

.—I have no idea about that. 

Q. —I suppose the weaver societies also come under your supervision? 

A. —Yes. 


0.—How many societies are there in this district? 

A.—About five or six in all this year. 

0.—Where are they? 

A.—Two societies are at Bhavani, one at Kollegal, and the rest at Maria- 
nnllur and elsewhere. 


0 .—Are they both doing both credit and marketing business? 

A. —All except Bhavani are confined to credit activities only. No pro¬ 
vision has been made for marketing. 

Q .—Are they working well P 

A.—They are not functioning well, because the weavers are a set of 
hopeless men. They spend ail their money, never care about their profile 
and it is difficult to deal with them. 


Q .—How are they marketing their products now? 

A.—During seasons they take their product to the shandy and sell it 
there. Sometimes they sell it to the big merchants here. 

Q .—Could not you put more money into the pockets of the weavers by 
organising marketing by means of the co-operative agency? 

A.—I have no faith, if anything oould be done in that direction. 

0.—Could not you educate them to do things better? 

A.—That may be done, but it will take a very long time. 


'.—Has there been no improvements? 

—I do not see any sign of their improvement. 

>.—Have sufficient efforts been made in that direction? 
—It is said that the efforts of all societies have failed. 


Q ,—Has it failed on account of their improvidence or on account of 
want of organisation? 

A .—It ta all due to want of forethought, incapacity to understand things 
and inability to get over the drink evil. It is not encouraging to bestow 
more attention on them. 


Q .—Has the attention given and the experiment made sufficiently com¬ 
prehensive to make a judgment? 

A.—-Enough has been made to produce the necessary result, but we have 
met with disappointment at every stage. 


62 



490 


C.—What about the marketing side? 

£,<—The marketing side is none the less better. As soon as he produces 
any <doth, he at once sells it without our knowledge either in the shandy 
ana to any other merchant. 

Qr t —Do you enter into a contract with him to the effect that he should 
sell all his cloth through to the society? 

A.—There was no contract exactly made with him, but that was the 
understanding, but he never kept up to his word. 

Q .—Is it a definite understanding that the finished product should be 
given over to the co-operative society? 

At—-Y es. 


Q.—Could you not enforce it? 

A.—Whenever he produces, he sells it in another market outside, and 
comes to the society only if he is not able to sell it anywhere else. 

Q .—Suppose a central market is organised with a view to obtaining 
better prices. Would not this bo au incentive to the weavers to bgII their 
wares through the society P 

A.—Nothing would make him improve. I am rather pessimistic about 
any new proposal. 

0 .—They may be ill-organised, uneducated and may have all the imagi¬ 
nable bad qualities. Elsewhere co-operation has redeemed even worse people. 
Indeed progress may be slow and the work may be discouraging ; but unless 
co-operators like you work with faith and persistence, how can those poor 
weavers have any hope? Is your pessimism justified? 

A.—We have tried at every stage and there is no little effort wanting 
on our part. We have failed. 

Mr. Shanmuhham Chettiyar: You were telling the chairman that you 
made some experiments in certain societies with a view to expedite grant 
of loans to agriculturists just at the time when he wants them. You said 
that so many who made their applications about three weeks in advance 
of their requirements actually got their loans in time. l)o you think that 
a system like this could work? 

A.—Yes, a short of forecast system may be prepared and this would work 
well. 


Q .—Have 3 ’ou tried itP , 

A.—Yes, we have got a forecast system already. 

Q.—What experience have you got about that? 

A.—In my opinion it is successful. It has been working for the past 
eight or nine months. 

Q .—Do you consider that the result of your experience warrants an 
extension of that system? 

A.—Yes. Our forecast system is only for a particular crop and not for a 
year. The crop is to be immediately brought to the Tiruppur society after 
the harvest. 


Q .—So it is a sort of modification of the annual forecast system. Is that 

so? 

A.—Yes. 

Q .—Do you think that that restricted system of forecast system wonld 
be more successful? 

A.—I think so. 

Q .—You have got in your memorandum something rather harsh to say 
upon the indigenous bankers. You say that they do this business with the 
object of securing their gain and not with the idea of improving the ryot 
and the methods and systems adopted by these agencies are to ensure their 
money. I suppose even in co-operative societies the methods and systems 
are primarily to ensure the money lent. What is the peculiar feature in 
the indigenous bankers alone P 

A.—There are other considerations also. Their rate of interest, the time 
of repayment, the possibility of repayment and the harsh conditions imposed 
and the various other penal provisions imposed are indeed peculiar features 
nowhere to be found in the methods adopted by co-operative societies. 

9.*—Do not these provisions exist in the Co-operative Societies Aot also 
and are they aot enforced P 

A.—Not to the extent to which the raoney-lendero enforce. We give 
them all facilities till he is himself able to repay. 
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■ 0.—After the advent of co-operative movement, do you think that the 
money-lenders have been displaced to a considerable extent in the villages. 
Do you know of any village where the money-lenders' activities have been 
curtailed or curbed or where they have been displaced ? 

A,—In many villages money-lenders have been displaced by co-operative 
societies. 

Q ,—Can you think of any village in your experience either in Tanjore 
or in Coimbntoro that as a result of the establishment of co-operative socie¬ 
ties in those villages, the money-lenders have actually shut their shops? 

A.—The very fact that in some of the villages there are no other agencies 
except the co-operative societies is enough proof that they have been dis¬ 
placed, or their business considerably curbed. 

Q. —Co-operative societies are no doubt popular institutions. But what 
I want to know is whether they are only acting as additional feeders or 
agencies for supplying money or are they displacing the money-lenders? 

A.—My own opinion is that they are displacing the money-lenders. 

Q .—Do you think that with the gradual development of the co-operative 
societies on modern lines the activities of the money-lenders will further 
be curtailed? 

A. —L hope so. 

Q .—Would you advocate any positive act on the part of the Government 
to restrict the activities of the indigenous money-lender or do you think 
that they really play an effective and important part in the rural economy? 

A. —'file money-lenders are concerned only with their own money and 
their own interests and the sooner they are displaced the better. 

Q .—Do you think that by the gradual development of co-operative socie¬ 
ties on wider lines the activities of the money-lenders would be still curtailed P 

A. —I hope so. The villagers should not borrow from anywhere. The 
whole village must go to the co-operative societies. 

Q .—Would you advocate that Government bhould restrict the activities 
of the indigenous money-lenders or do you think that they are really play¬ 
ing an effective and important part in the rural economy? 

A, —They are concerned only with their money and interest. 

().—Do you. think as a result of the rapaciousness of the money-lenders 
land has passed from the hands of the ryots to the money-lenders? 

.4.—The money-lender is a man who wants only money. Tlio land is 
tvunsferred from one ryot to another. He is concerned only with money. 
He tramiers it to another man and gets more money. 

Q. —The average ryot is always suffering. His liabilities only increase 
day by day and he goes on borrowing from one ryot or other. Sooner or 
later the land must come to the money-lender? 

.it.—The money-lendor does not wait for it. He gets money from others. 

0. —Where does he get the money from? 

A.—Only from the ryot. 

V-—What l mean to say is this? As the land of the ryot passes from 
one ryot to another the result is that he has to incur an additional debtP 
In most cases the money-lender can be repaid only if the lands is trans¬ 
ferred to him? 

A.—I should think it so. 

Q .—If another ryot purchases the land wherefrom does he get the money? 

A.—He again goes to another village money-lender or to people who have 
got fascination for lands. 

Q .—If a ryot purchases a land from another ryot which has‘already been 
mortgaged to the Marwari what invariably happens is that he has to sell 
his land. The name only is changed but the indebtedness still remainsP 

A.—Yes. 

Q -—Ultimately if the money has to be paid it must lie by soiiioliodr 
coming from outside the village coming with actual cash or l»v himself 
purchasing the land? 

A.—Yes j the oo-operative societies must lend money. 

Mr. Thomas: Are there not fellow ryots who have made savings? 

A. —Yes ; there are. 





m 


Mr, Shimmukham. Chettiyar: If really the money-lender is rapacious and 
if the ryot has to be rained are there evidence of many owes m which the 
land has been transferred to the mgney-lendens in liquidation of that debtp 
A .—It is not necessary that the land should be transferred. 

Mr. Mvthtah Chettiyar: Is the money-lender anxious to own landsP 
A. —No. 

"1 .—Is he anxious to sell his own landP 


Mr. Shanmukham Chettiyar: Do you think that the ryot can raise os 
much amount from the Land Mortgage Bank or from the Agriculturists Loans 
Act as he is raising from the Nattukottai Cbettis or money-lenders P 

A. —No. In the case of the land mortgage bank he cannot get so much 
amount as he is getting from the money-lender. 

(J. —How is it possible to replace the indigenous banker P 
A.—The villagers should go to the co-operative societies or land mortgage 
banks for small loans. Only those who require a pretty large sum need go 
outside. 

The Chairman: You know that the ryot does borrow 80 per cent of the 
value of the land. Is there any chance of his paying it backP 

A. —Absolutely no. 

0-—Therefore the theory of Nattukottai Chettis is only paper and that 
the amount is not collected P 

A. —Yes. 

Mr. tloiKila Me non; Your view is that the co-operative societies can 
completely eliminate the indigenous money-lenders? 

A.—Not completely. A portion of the indigenous bankers may he re¬ 
moved. 

<?.—Is it not better to adopt some means to check his ways and still 
retain him ns a unit in the banking profession? 

A.—For my part 1 don’t mind the indigenous banker giving loans above 
Rs. 6,000. The ordinary ryot who wants only about Its. 5,000 must lie 
financed by co-operative societies and land mortgage banks. Let him have 
his activities outside. 

Mr. Shanmukham Chettiyar; In your co-oporative societies do you dis¬ 
count the bills of your members P 

A.—No. 

0 .—Are you prohibited from doing it under the ActP 

A.—It is not done. 

Q .—We aro talking about the co-operative societies coining to help the 
ryots in marketing their produce. Don't you think that it would take more 
time for the ryot to take nis produce to tne Tiruppur market? Does he not 
lose by immediately transferring it to another man in the village P if it is 
held for sometime there is some chunoe of getting a better price. Don’t 
you think that if co-operative societies extend their activities in this line 
it would be more useful? 

A.—I am not quite sure about it. 

S 1 .—As matters Btand at present there is no agency by which all the 
uce could be marketed in India. Do you think that if wo try to dis¬ 
count the bills of the members it would be beneficial? 

A.—I havo got faith in it. 

Mr. Muthiah Chettiyar: In your reports you say that the ryots get loans 
from the indigenous bankers from 9 to 24 per cent? What is the rate for 
loans less than Rs. 5,000 P 

A. —The rate for over Rs. 5,000 is at 9 per cent. 

* From Rs. 1,000 to Rs. 5,000 it is about 10 to 12 per cent. 

For sums below that it ranges from 20 to 24 per cent. 


west 


Q .—Can you tell me the net return on his capital excluding his expen- 
.4.—It might be about 12 per cent. 


(The witness then withdrew.) 
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Oial ovidencc. 

The Chatiman Mi. lladhakilshcndas, you ate cai^mg on business as 
» banket ? 

A.—Yes. 


O —What is the natuio of the business which you conduct ,i» a banker? 
A —We give on hundis, we give money on jewels, on demand pio-notes 
and on kathas 01 cunent account. 


P—About this hundi business foi what puiposes a( e these hundis used? 
4 —We prepuie these hundis oil the Government stamp papei. He who 
tequues money will sign the hundi paper and we give money to him. 

P —To whom? 

A —To the mei chants. 

P—What kind of ineichants? 

A.—We give money to lug saimndars, mei chants U ud miil-ownois who 
loquire money toi thou business. 


1 —You are leuding on pledge of jewels' 

.—It is only on very rare occasions that we ever loud 

b—You do not do much money-lending on jewelloij f 
..—No. 

b—That is not the main line of joni business P 
.—No. 


on jewels. 


b —Your chief business is on hundis, pio-notes and on current accounts? 
.—Yes. 


0.—Foi what pni poses are most of the loans takei ( 9 
4 —All the jiarties who take money from us take it to lend to the agi i- 
culturists, to the cultivatois and to the small merchants. They utilise the 
money got on hundis for doing their own business and advance monev to 
the cotton merchants and others. y 


b —You are not financing tiade** 
..—We finance the tradeis also. 


Mr, Gopala Menon: May I know how you cairy q n your banking busi¬ 
ness? What 1 mean is whether you cairy on business j n the chief towns of 
the Presidency or in the mufassal? 

A .—It is in the Coimbatore town. 


<?.—Have you got branches m the villages? 
A.—No. We ourselves daily go to Dnara 


and S*tyo manga laju and lend money there. 


barapuiani, Udamatjyet, Tiruppur 


b— ’Where is your head offioe? 
.—In the Coimbatore town. 
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Q .—And you do business for the whole of tlio Coimbatore district, 1 

presume? 

A.—Yea. 

-Is it by sending agents to the chief commercial towns in the district? 
i.—Yes. 

Q .—So you live in the capital of the district and you send your agents 
to the commercial centres in the Coimbatore district for doing business P 
A.—We send our agents who lend money and get hundis from the persons 
to whom money is given. 

Q. —You send your agents for the purpose of advancing money on goods 
or on personal security? 

A.—We give money on personal security only. 

0 .—In Coimbatore town do you lend money on goods P 
A.—Generally we do not give. On rare occasions we give. 

J .—On those rare occasions how do you advance money on goodB? 

.—In BUch cases we keep the goods in our custody. 

-What is the extent to which advances are made on the goods? 

—We give from 70 to 80 per cent and this depends upon the stability 
of the person to whom the amount is advanced. 

).—So you do not take any hundi or any bill from that person? 

L—No. We do not get the signature on tlio hundis but we get a state¬ 
ment from him to the effect that the goods are placed in our custody and 
that he has taken so much loan at so much per cent interest and that he 
most return the money at a specified time. 

Q.—Do you take a letter of agreement when you advance tho money? 
That is otherwise called the vartamana patfiram. 

A.—Yes. 

J .—Then you receive money on the due date, I believe? 

.—No. We get the money as and when he may give. For instance if 
the man borrows Rs. 10.000 payable within three months and if he gives 
Rs. 1,000 or Rs. 2,000, after even a fortnight we take the amount and give 
him some goods. He may do that. 

Q .—What I want to know is whether in addition to this letter of agree¬ 
ment you have got any voucher for the amount you have advanced? 

A.—We only take this agreement on a stamped signature and whenever 
he takes a portion of the goods he must pay a portion of the money also 
before he removes the goods. 

Q .—And whatever money he pays you write on the back of the agree¬ 
ment? 

A.—Yes. 

S .—That shows that you cannot utilise the money till the due date? 

.—We get a written statement from him saying that he will pay within 
three months. In case he brings the money within a month we take the 
money and give him back the goods. 

Q. —But my point is that you are not able to utilise a larger percentage of 
your advance, excepting the few thousands that he may l>e able to pay 
back, until the due date. Is it not so? 

A.—Yes. 

1.—Who is your hanker? 

1.—The Imperial Bank. 

Q, —Instead of advancing in this manner by taking a letter of agroeraenl 
and receiving small sums of money why do you not take a hundi from the 

8 arty to whom you advance tho money and discount it with the Imperial 
lank? My point is that you can utilise your own money on a wider scale 
if you take a hundi from that merchant and discount it with the Imperial 
Bank because the Imperial Bank may advance you upon that 60 per cent 
or 70 per cent of the hundi amount and that will be available to you for 
further business in the city. Do you not think so? 

A.— The practice is this, when we advance money on the security of goods 
we cannot give hundis for that amount to the bank and get money because 
in that way the person who keeps his goods as security is inconvenienced. 
He goes on paying small instalments to us. But he cannot do so with the 
Imperial Back. 
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o._But you need not ask the party to meet the hundi on the due date. 

You can receive the instalments of Es. 1,000 or Rs. 2,000 yourself and then 
on the due date you can yourself meet the hundi. Can you not do that? 

A .—In that case the hundi will b© with the Imperial Bank and the goods 
will be with us. That is not the custom. 

Q —Could you not rotate your capita! much more quickly if you follow 
my suggestion? 

A.—We do not adopt the hundi system and even if we did as you sug¬ 
gested and discounted the hundi in the Imperial Bank, we would consider 
that as a piece of dishonesty. 

Q .—Where is the dishonesty there P 

A .—We do require money but if we take the course you suggest wo will 
hare more capital. v That is true. But then it is considered by the Multanis 
to bo a sort of dishonesty. That is the view we take. Suppose I keep my 
goods with you as security and take a loan from you of Rs. 10,000, then I 
execute a promissory note to the value of Rs. 10,000. You go and discount 
it with the Imperial Bank. What yoji mean is that I should go on paying 
you in small instalments and take away the goods and then on the due date 
you will pay to the Imperial Bank. That is a sort of dishonesty if in the 
'meantime you go bankrupt. But 1 would have already paid a major portion 
if not all the money and would have taken my goods. The goods are no 
more security and tho bank stands to lose. 


Q .—Do you mean to say that in the case of the banker going bankrupt, 
the Imperial Bank will not get the money from the banker and that the 
party will be held responsible? 


3/r. Thomaa: I suppose you use usance hundis? 

A.—Yes. 

Q .—Suppose you have got a usance hundi and you are in heed of money. 
Will you not discount the usance hundi with a bank ? 

A.—Yes. 

0.~ls there any dishonesty in that? 

A.—Thero the case is entirely different. 

O .—You have endorsed that hundi? 

A.—Yes. But here we lend the money on the personal security to the 
party and there is not much chance of his going bankrupt. In the other 
case the party pledges the goods with us and that means he is already bad. 


Q .—You have got the goods in your possession? 

A.—Yes, and we take payment in instalments, and deliver part of the 
goods. 

Q .—And therefore if you want money, you can endorse such bills also 
and partly on your security and partly on that of the goods, you could dis¬ 
count it with a bank? 

A.—But the goods. If I endorse the hundi the person who has drawn 
the hundi is responsible. I have no right to take the payment from him 
because the hundi is not in my possession. 


Q .—I don’t follow you. 

Mr. Gnimla Me non; Are you not lending cash to pettv merchants and 
ahap-keepers in the city? 

A.—Yes, 

Q .—Such hundis are discounted with the bank? 

A.—To every small parties we do not advance. 

Q .—What is the Multanis’ main business? 

A.—Advancing on hundis and discounting hundis. 

<?■—you not take part-payment from the party who has given tho 
hnndj ? 

A.—We do take part-payments. 

, C—'X°. u pot allow him that advantage if you have discounted the 

hundi with another hank? 

A.—When we have endorsed that hundi to the bank that bank 
has the right to get payment. 
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Q .—Bo y<m ask that party to go and pay it to that bank on the due 

A. —That party receives an intimation from the batik and he will pay it 
direct to the hank. 

Q, —If you rediscount such hundis yon can rotate your capital more 
quickly P 

A. —I do not follow you exactly. 

).—To what extent ave you financing the agriculturist P 
I,—-We advance money to the large land-owners and the rich zemindars, 
and also to those who finance the agriculturists. 

Q ,—Would it appeal to you to finance the small agriculturists on a much 
freer scale instead of going through the rich landlords ? 

A. —We do not advance to small ryots. 

J .—Nor your community P 
.—Nor our community. 

-It would not appeal to you? 

L—It is not secure. 

Q .—But they are all short-term loans for cultivation expenses. You can 
get back the loan in three or six months' time. Do you think you can 
advance money to the ryot? 

A.—Whenever we do advance we do it in this way : We take a hundi 
from the person who receives the loan and take a joint signature from a 
larger party. 

Q.—My .point is we want more financial agencies to come into existence 
in tire country to help the agriculturists in the way .of short-term loans. 
Would it suit your community hankers to open offices or branches in the 
interior and help the agriculturists in order to obtain agricultural credit 
finance P 

A. —There are the local people to help them and we help these people. 

O .—What are the different kinds of hundis you haveP 
A.—The demand hundi is the only kind of hundi. 

Q .—Is the Shajog hundi which is current in the Madras market, current 
in Coimbatore? 

A.—Shajog hundis are only hundis payable to respectable persons and 
they are just like cheques payable to bearer, if any person's name is men¬ 
tioned it is called Namjog hundis. 

Q. —Suppose as a result of this enquiry legislation is made to restrict the 
rate of interest to a certain limit. Would you agree to such a legislationP 
Suppose a law is passed that indigenous bankers should charge only 9 per 
cent, would yon like that restriction or would you take offence at itP 
A.—That depends on two things, the Imperial Bank rate, which if 
lowered we will lower our rate also and the second factor is we charge a 
higher rate of interest it is because we take greater risk also. If the 
seeurity is good the charge will be small, but if it is bad we charge a higher 
rate. We take the risk and sometimes iose also. 

Q .—What is the rate you charge now to a-good party? 

A.—At this time it is from 9 to 12 per cent. 

Q .—Even if they are smaller parties P 

A.—We do not charge more than 12 per cent. 

Q. —Will.you approve of your accounts being audited by your own com¬ 
munity auditors who have got a certificate in auditing? 

A.—Yes, we have objection provided the accounts are not published at 
all. 


Q -—But the Imperial Bank would like to have your balance sheet perio¬ 
dically .in order to give you more credit provided you want more. Our 
object is not .to find out any flaw in your system of banking or any other 
thing bat it is for the purpose of utilising you as a financial agency for the 
good of the country as a whole? 

A.—This thing can be decided only after knowing exactly what are the 
facilities which you are going to give us. 

The Chairman: We want to know what the present position is and what 
facilities there are for developing itf 

A.—Multani bankers are averse to get their accounts audited and made 

hAblle. 
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—Are there different kinds of Miiddati hundis? 

(,—There are no different kinds. 

Q .—Have you come across hundis hearing interest? 

A.—Generally the interest is paid in the beginning. 

Q. —How is it paid? 

A.—We pay the party the amount of the bill minus the interest for the 
period of the hnndi. 

Q .—That is not referred to on the muddati hundi fora? 

A.—No, the interest is not mentioned on the face of it. 

—Do you reeeive or discount hundis from other class of bankers? 

-Yes, we do. 

g. —Do you ever get nadappu hundis? 

A.—No, we do not discount it. 

g. —Do you know what they mean by their nadappu rate? 

A.—T know what it is. It prevails amongst the Nattukottni Chcttis. 

g. —Do you get any of their nadappu hundis at the nadappu rate? 

A.—I do not take those hundis. If a Nattukottai Chetti wants money 
from me I take a hundi from him and then advance to him money 2 per cent 
nliove the Imperial Dank rate. 

g. —Do yon find that type of hundi in use? 

A.—That is existing among Nattukottai Chettis. 

Q .—Would the utilization of that type of hundis stand in the way of 
business between different tvpe.s of bankers? 

A.—ft is difficult and hence we do not negotiate such hundis at all. 


Q .—Would it be advantageous to restrict the forms of hundis and make 
those uniform throughout the whole of India? 

A.—It is advantageous to have one form of hnndi and our form is the 
best. 


Q .—Tho Nattukottai Chetti may say that his form is the best. Yon 
agree that it would he good to have the hundi form standardized? 

A.—l have no objection provided it is our form. 

Q .—Your hundis are used locally or do they travel all over Tndia? 

A.—Our hundis travel throughout India. 


Q .—It is only a matter of examining the different kinds of hundis used 
by different classes of bankers nnd then coining to a decision os to which 
kind is good for the whole of India. Any action of that kind would natu¬ 
rally bo designed to facilitate trade? 

A.—If the form we use is standardized, then we Imre no objection. 

Q .—That would be for an All-India Committee not a Provincial Com¬ 
mittee to decide. 


Mr. Thomn*: You ore called Shikarpur Multonis? Is yours a family 
business or do you work with partners? 

A.—It is neither family business nor n partnership business. We belong 
to one particular torn) called Shikarpur and we are generally called Shiknr- 
pnr Multani in these ports. 

0 .—You have your head office at ShikarpurP 

A.—Yes. 

Q .—Have you any other branches in South India? 

A.—We have our agents at Salem doing business. 

Q .—Wlmt is the relation between your firm hero and your head office at 
Shikarpur? 

A,—That is our chief controlling office. 


Q.—Do yon generally get money from Shikarpur? 

A,—We get whatever money we require from Shikarpur. over and above 
our capital and our inoomo through discounting hundis, etc. 

Q .—Does your head office take any deposits from the people there P 
A,.—No, there also they are having their own capital. 

<?•—Do you deal in commodities on commission basis? 

A. —Our business is mostly of money-lending. We do not deal in any 
commodity. 


63 
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Q.—Have you lent at Tiruppur? 

A.—'Tee. We have lent to various merchants at Tiruppur. 

Q .~Do you lend money on single signature or do you insist on double 
signature? 

A.—Tn the case of first class parties, we are satisfied with single signa¬ 
tures, but in the case of people whom we do not consider sound, we insiBt 
joint signatures. 

O .—What is the proportion of loans given on single signatures? 

A.—It is not possible to say that. It ail depends upon the party to whom 
we advance. 


0.—Have you had any difficulty in getting back the loanB made on 
single signatures? 

A.—If the party is good, there is no fear for the return of the money. 

Q .—Suppose tile party looks stable at the outset, but afterwards turns 
out to be a bad debtor. Are there not such cases where you have taken 
single signatures only? 

A.—Yes, these instances have occurred on account of the failure of the 
party and that is why in recent cases we insist on double signatures. 

Q .—The Imperial Bank to-day lends on double signatures. Do you think 
that that security is absolutely essential or is it not superfluous seeing that 
they lend only to pucca men? 

A.—This ensures more safety. 

Q .—Do not you think that it causes any difficulties to the businessmen, 
especially those do not like to he under the obligation of another man for 
acting as surety? Could it be avoided? Have you got any suggestions to 
make in that connection? 

A.—T have no suggestions to offer. 

0 .—Have you ever carried on any acceptance business? 

A.—That custom does not obtain in our community. 


Q .—Are you really bill-brokers? 

A.—We do not deal in that business. 

Q .—Do you lend to samindars? On what security do you lend? 

A.—Yes, on personal security, but never on mortgages. 

0.—What is the smallest sum you generally lend? 

A.—We advance according to the requirements of parties. The smallest 
sum that we generally advance is Rs. 1,000. 

Q .—On page 6 of your written memorandum you urge the desirability 
of abolishing discriminatory laws. What do you mean by discriminatory 
laws P 

A.—We had in our mind the Insolvency Law when we drafted our 
memorandum. The Insolvency Low and other laws are all against tho 
money-lenders. That is what we want to be abolished or replaced. 

Q .—You say vour interest varies from 0 to 9 per cent. To what parties 
do you charge 6 per cent? 

A.—Our interests vary according to the rate of the Imperial Bank. We 
always charge 2 per cent above the Imperial Bank rate. 

Q .—You refer to a system where different bankers can pool together 
their capital and then work in different areas for the common cause and 
form combines. For what purpose do you want that system to be brought 
into existence? 

A.—That is our suggestion to strengthen our position and to expand our 
business. 


Q .—Why do you not yourself combine and make joint efforts to expand 
your business? Why do you want a separate agency to do that workP Is 
it not your own look out? 

A.—As wo said, our business may he increased if such suggestions are 
carried into effect. 

Q .—You further refer to the elimination of unhealthy competition, which 
you say, is prevalent among yourselves P What is the unhealthy competi¬ 
tion you are referring to? 

A.—What we meant was that even, as it is, there is a great competition 
going on among our own communities and in order to see that each or us get 
our own share of business we made the suggestion. 


(The witness then withdrew.) 
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1* U K is B N T : 

Mr. H. M. Hood, l.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., ph.u. 

Mr. C. (jIopala Mb^on, 

Mr. M. A. Muthiah Chettiyak, b.a. 

Khan Bahadur Hawked Kui.tan Maiuchk Sahib Bahadur. 


SALRAJ, Partner of Messrs. Ottajee Southanjee & Co, 
Biz Bazear Street, Coimbatore. 


Oral evidence 

Thu Chairman: Mr. Sol raj, you aro carrying oil business as a banker P 
.1.—Yes. 


t 


t 


•What is the nature of your business? 

—We lend money. 

(J .—What is the security? 

.1.—After taking into account the property they have got and according 
to the stability of the person we advance money. 

Q .—How much you advance? 

A.—According to the stability of the person we givo him. We fix a limit, 
say, about five to ten thousand. We advance according to their require¬ 
ments. Jf we want money and if they have got money available with them 
we also go and take back money from them. 

Are you giving money ,to weavers? 

—Yes. 

O. —Others? 

A.—yes ; the capitalist weaver has got 100 weavers under him. 

O .—You lend this money on pro-notes P 

A .—We make an entry in the account book, take their signatures after 
affixing four annas stamps. 

0.—You borrow on your personal security? 

A.—Yes ; our own security. We borrow from our owu community. 

Mr. Thomas: Is your business a branch or the principal business? 

A.—It is principal business and we have no branches. 

U .—How do you get your capital P 

A.—I get it from my own place Marwar. 

Q .—How do you raise it there? Do you borrow P 
A.—At timoB 1 borrow from my own relations, 
principal businessmen who are at Madras. 

Q.—At what interest? 

A.—6 per cent, 

.—What is the interest in Madras? 

•—71 per cent. 

.—Hare you got any dealings with the Imperial Bank? 

,—No. 


Sometimes from the 



.—Any kundi business. 

.—No. 

Q .—You are only a money-lender? 

A.—Yes. 

Q .—Do you lend on pro-notes? Ail your I nisi ness is on katha and not 
by pro-notes? 

A.—There will bo very few. All tho transactions are carried on katha 
basis. 


■Do you lend money to the agriculturists? 

-No. Only to merchants and not to agriculturists, 
.—Do you lend money to the shopkeepers? 


i 

Q .—To any Government office clerks? 

A.~r 


-No. 

Q .—For professional people such as vakils, doctors and others? 

A.—No. 

Q .—Do you take your interest in advance or do you get it only after the 
term matures? 

A .—Wo do not take the interest in advance. 


U .—What is tho lowest amount you are lending? 
A.—Rs. 2f ' ' 


200 is the minimum 

U .—Never below Rs. 200? 
A.—No. 


t 


.—Will you not give for small shopkeevs say Us. 7o? 
.—No. 


Q. —What is the interest you charge upon loans to shop-keepers upon 
katha business? 

A. —Fourteen annas to one rupee. 

Q .—Suppose the party does not pay you on the due date. What penalty 
do you charge? 

.1.—Whenever we usk money they will pay us. 

-Any bad debts? 

-Yes. 

.—Do you go to Court? 

.—Yes. 

Q .—How m any cases are pending? 

A. —No case pending at all. 

0 .—Do you enable the borrowers to return the money by instalments? 

A.—There is the practice. 


t 


0 .—What is the system? Will you explain? 

.4.—Suppose we give Rs. 5,000 or Rs. 6,000. You can give R-s. 1,000 and 
you can pay the rest by instalments. There is no limit pi-esc-ribed- 

<?.—Do you chief!v lend to your own customers who takes pioeegoods from 
you and also to other people? 

A.—Only to customers and merchants. 


.—How is he co-ordinating his shop business? 

.—They are being carried on separately. 

—Do you give your goods on credit basis? 

.—I will take their signature and give the piecegoods. 
i.—How many days credit? 

..—One month’s credit. 


O ,—What is the interest? 

A.—I will charge interest at tho rate of 12 or 14 annas if they do not 
pay within one month. 

Q .—How many Marwaris are there in this town? 

A.—13 or 15. 


K —How many there are in Tiruppur? 

L.—-People that are there are Gujaratis and not Marwaris. 



Q .—Arc Marwaris here doing both shopping business ami lending money ? 

A .—I am the only man who is carrying on these two businesses. Homo are 
dealing in bang!os and others in piocegoods. They do not lend money. 

(J .—You are the only man who is lending money? 

.1.—Yes. 

Q .—Are your accounts audited? 

A .—Boforo Deep aval i our accounts arc audited. 

Q. —Qualified auditors? 

I .—Yes ; G.D.A. 

Q .—What books do you show to the Income-tax officer when he comes to 
assess your income? 

A. —Both the accounts are shown to him. 

Q. —Have you got any suggestions to make to the committee or any com¬ 
plaints about any -authority ? 

A. —Nothing, 

Q. —Do you require any more facilities? 

.1.—Nothing. 

Q .—Why don’t you establish a regular banking firm, take deposits and 
have a regular institution? 

.1.—This is our custom. 

Mr. Muthiuh < 'hrtlii/ur: Whut is the not yield on your capital deducting 
your interest on the borrowed capital and other charges on money-lending 
business? 

.1,—Five or seven thousand per annum. 

.—What rate do you get for your capital after deducting his expenses? 
•Twleve per cent. 

O .—Will yon allow your accounts to lie audited by Government? 

.1.—We have got our own auditors. 

().—What is the difficulty in getting it audited by Government? 
trauhlos from the Income-tax office? 

.1.—No. 


t 


Any 


.—How long have you been hero? 

■Thirty years. 

Will you deposit the surplus in joint-stock hanks? 
.—We have no stock of money. 

Mr. Thymus: Do you borrow from the Imperial BankP 
A.—So. 


1 


Mr. Muthiuh f’hettij/ar: Will you uct as agents to the Imperial Bank if 
you get commission? 

A.—No. 


‘The witness then withdrew.) 
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Friday, 7th February 1930 
COIMBATORE. 

I* K B 6! E N T ! 

Mr. 11. M. Hoon, l.C.S. (< 'hairtnan). 

Mr. P. J. Thomas, m.a., b.litt., i'u.d. 

Mr. C. Gopala Men on, m.l.c. 

Mr. M. A. Muthiau Chkttiyab, b.a. 

Khan Bahadur V'. Hameev Si it an Mwticvat Sahiu Bahadur. 


I*. W. THOMPSON, Esq., Income-tax Officer, Coimbatore. 


Oral evidence.* 

The Chairman: Mr. Thompson, you are tho income-tax officer here? 

A. —Yes. 

Q. —You have some considerable experience of nidhis since tuking over 
charge? 

A. —1 have not had much experience. » 

Q .—Have you examined the account*,? 

A. —Yes. As I said in my memorandum they nre performing a useful 
service here. Unfortunately there are certain number of nidhis which are 
run for the benefit of the people who are the secretaries and his friends. 
The bad effect of thoRe are telling on those that are being conducted. As 
a matter of fact when compared with the previous years the year ending 
31st March 1928 practically there is not a single nidhi that has shown an 
increase in profits during 1928-29 whereas prior to that period there has 
been an increase in the profits, it is on account of the confidence that the 
public had in nidhis. 

I.—You don’t think that there is any concealment of profits? 

L—They are all audited by professional accountants. I don’t think that 
there is any concealment. 

Q.—Do you consider their reports as satisfactory? Do you accept them 
or check them? 

A. —In the case of limited companies we accept them as a rule. There 
are of course certain institutions where even in the case of limited companies 
even though they are audited by chartered accountants wc insist upon 
scrutinizing the accounts. 

Q .—Do you agree that tho auditor is dependent upon the management 
for nis livelihood? 

A. —It depends upon the auditor. 

Q .—From your experience do you think that they would lie subject to 
the influence of the directors? 

A.—Not as a class. They have a certain amount of professional jealousy 
and reputation to keep up. As a class they do their duties fairly and 
equitably. There are of course certain cases where T cannot accept their 
reports. Sometimes they are influenced by considerations. 

Q .—Do these nidhis materially differ from an ordinary joint-stock com¬ 
mercial bank? 

A. — In a way they do. Thejado not have this cheque system. The share¬ 
holders cannot recover but he has to return his share capital. In a nidhi 
if you want your money back again you can get it back less a cert ain dis¬ 
count. 


* For written evidence, vide pago 1161 of vol. 11J. 
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Q ,—Do all the limited companies lend on their share capital P 
A.—Practically every one of them. 

Q ,—Are there many nidhis here in which the share capital is not with¬ 
drawable ? , . 

A .—I do not know of any. 1 havo not examined the rules oi any. 

Q .—Am I right in saying that in almost all the nidhis the share capital 
is payable in a lump sump 
A.—Yes. 


p.—Have you come across coses in which the share capital is paid in 
monthly instalments? 

A .—Not to my knowledge. We do not go very lunch into the consti¬ 
tution pf a nidhi. 


p.—You do not remember monthly payment of Be. 1 towards the sub¬ 
scribed share capital? 

A .—The prospectus is registered by the registration department. 

0.—What is the object of the registration? 

A.—When a company is formed the department is certain of the rules 
and regulations to he formed for safeguarding the shareholders. 

Mr. Thomas: In your memorandum you very rightly urge the need for 
making a careful enquiry into the working of the nidhis in this district? 

A.—In the interest of tho public I think so. 


Q .—You speak of this indigenous hanking as an industry. You will agree 
that in the normal course of things hanking is not an industry. Perhaps 
you mean that in this district tne nidhis have become almost like an 
industry? 

A.—It is quite a profitable venture for anybody who starts one of these 
nidhis. Many of them have started these nidhis for their own benefit. They 
become the secretaries and the secretaries, os a rule,' get their remuneration 
out of the profits after the dividends are declared. It is at the general 
meeting of tne shareholders and the directors that the remuneration for the 
secretary is fixed in the shape of a bonus. 


Q .—Is the homiR often more than the salary? 

A.—Very few of them draw a regular salary. It is only in one or two 
cases that a nidhi secretary is given a monthly salary. But moBt*of them 
receive a large sum at the end of the year when the accounts are audited 
and the report is adopted. 


P.—How are tho profits apportioned? 

A.—First of all a certain percentage of the profits about 10 or 12J per 
cent is set apart for dividends and then cut of the balance they give a 
little sum to the secretary in, the way or bonus. 

P.—Do they keep a reserve fund? 

A.—A great many of them do. 

p.—Is there any provision for it in their rules? 

A .—I do not know whether the provision exists in the rules. But they 
do have a reserve fund. 


p.—T understand that in a certain village nidhi the secretary got about 
Bs. 1,500 for a year. Surely unless a good portion of the profits are going 
into his hands how could such a large amount be paid to him as bonus? 

A.—If his bonus is Rs. 1,500 the profits must have been considerable 
more, Iiecause first as T said the dividends are declared and then only if 
there is anything left over the bonus is paid to the secretary. In fact there 
are several instances where the secretaries are given no bonus at all. 


_ P.—It is said that the persons who benefit most by the nidhis are the 
friends and the relations of the secretary. How can this beP 

A.—The secretary is the chief man. He is practically the controlling 
agent. More than that the directors have very little to say in the matter. 
Many of them are illiterate and ignorant and the secretary is as a rule 
appointed by a clique of the directors and it is only such nidhis that go Into 
liquidation as a rule. What happens is this. The secretary has granted 
loans to people absolutely with no lands and nothing to recover from. Such 
loans have been advanced by the secretary. The man who wants the loan 
has to get somebody else to stand as security. In fact as recently as the 
last week there was a ease in which I found an interest payment made to 
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a certain individual. T traced this individual and found out that it was 
the Secretary of a hank. When T asked him to file his return and explain 
the amount of the interest item he said that the money was not his and so 
he had to prove that. He said that what happened was that there was 
somebody who came to him for a loan. This man could not obtain a loan 
from the bank direct and according to the rule he had to get somebody else 
to back his signature. Bather than go through all that trouble he mort¬ 
gaged a certain land which he had to the Secretary and the Secretary then 
obtained a loan from the hank on the mortgage of the land that had been 
originally mortgaged to him and handed over the loan to the original person. 
So in that way this man without any substance at all got the loan. Origi¬ 
nally the land was supposed to be worth Rs. 1,500 hut probably it was not. 
Any way lie is supposed to have obtained Rs. 1.500 from the Secretary on 
loan and that the Secretary pledged that land again to the bank, obtained 
the money from the hank and paid it to the man. 

Q .—Is it not due to the fact that the directors are not exercising any 
effective control in the granting of loans P 

A.—In some of the nidhis the control is most effective. They give divi¬ 
dends at 14 and 15 per cent and their shares stand at a premium. But there 
are so many of them in out-of-the-way villages which are not effectively 
managed. 

Q.—You said that the shareholders are mostly agriculturists, coolies and 
employees of the mills. Can you say that the nidhis are financing agricul¬ 
ture to a very great extent? 

A.—The out-of-the-way nidhis might. The reason why I am able to say 
that is that in this district it is unique. It is just in thiH portion of Coimba¬ 
tore you have got refund applications. If you have a share capital in a 
limited company that share is taxed at the maximum rate. Then you might 
have a refund of the whole tax afterwards. In this particular circle there 
are over 1,500 applicants per annum who actually come to the office and 
obtain refund. We have to check whether what they say is good before 
we could grant a refund and so we ask the man who comes with an appli¬ 
cation for a refund, what his source of income is and he tells us whether he 
is an agriculturist, or a coolie or other person. That is how I am able to 
say that. 

Q .—A good numher of them are agriculturists P 

A.—They are mostly agriculturists. When we ask them what their pro¬ 
fession was they nsed to say kudithanam. that is to say agriculture. 

Q .—Or did they say vyavasayam? 

A.—Yfs. Sometimes they used to say that also. 

Q. —You say that on account of the mismanagement of the nidhis there 
are few cham-es of other nidhis arising. Is it your view that we require 
more nidhis in this district when wo hove alreadv got more than 120 of 
them? 

A.—These nidhis are concentrated only in certain parts of the district, 
for instance in the outskirts and the surroundings of the Coimbatore town 
but in the out-of-the-way places there are no nidhis at all. 

<?■—As you say that many of the nidhis are mismanaged and particularly 
and as you will agree that the co-operative societies are much more useful, 
what ib the need for having any more nidhis? 

A.—Well, the nidhis finance not only agriculture, but they finance also 
the small trader. They do a lot of such business. The capital that the 
nidhis employ is about Rs. 75.00,000 in share capital and about Rs. 15,00,000 
in fixed deposits. That is after all a very small amount of capital for the 
enormous amount of business that is being done in Coimbatore. 

Q •—Perhaps your computation about their capital is rather modest P 

A.—It may he a shade higher or lower. 

<?•—You state that the Government revenue might suffer by not having 
many nidhis. Do you now rate a good number of these nidhis to income- 
tax? 

A-—AM of them are being taxed. 

Q —Do you. think that the income-tax revenue will decrease bv the nidhis 
getting fewer in number?* 

A,-Yes, 
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{ ),—Is it because the money which is now in the nidhis will be invested 
and whose income cannot be assessed to income-tax P 
A. —Yes. Also the fact that the nidhi is doing the work of lending money 
brings more business all around. 

Q .—Have you any suggestions to make as to the kind of control needed 
to making the nidhis work wellP 

A .—That is a point which did occur to me, but really T did not have 
the time to think out the problem. I do not know what the functions of 
the Registration Department. I thought, from seeing the call for the 
balance sheets and certain other information from limited companies every 
year, and that companies are proscribed, that if they do not file these 
figures and balance sheets, it should l>e possible for the Registration Depart¬ 
ment to exercise a more effective control. I am for having the accounts 
looked into and counterchecked. 

Q .—Is the auditing carried on effectively P 

A .—Tt is not the actual auditing that is at fault. Tt is on the way in 
which these loans are being granted. So far ns the auditor is concerned he 
has only to satisfy .himself that a certain sum had been loaned to somebody. 
His time does not permit him to go into the financial status of that parti¬ 
cular person who has borrowed the money. 

<j).—In certain actual cases of defalcation the auditor had given the 
audit certificate, hut had not found out the defalcation? 

A. —The actual defalcation cases that occur are very few and far between. 
I think there is now one case of defalcation going on. How they do it is 
like this : Suppose 1 am the dishonest secretary of a nidhi and I want to 
mnke some money. I go to a man who has no money, and no lands and no 
other assets at nil and tell him I will he able to lend him money. I ask him 
to apply for n loan of Rs. 500, get it sanctioned and the secretary and the 
directors share Rs. 4.500 between themselves and Rs. 500 is given to the 
man. Just to satisfy the shareholders one or two letters are written to him 
asking him to pay interest and he may just pay the interest for one or two 
years and then drop off. Finally the debt is written off as irrecoverable. 

Q. —Have you heard of any cases of bogus persons getting loans P 
A .—I liavo not come across any, but I have heard. There have been cases 
where bogus rases have been put forward and loans granted and passed. 
They do not know who the person is who has obtained the loan. We do not 
nllow bad debts unless it is proved. 

Q .—You are certain that a careful scrutiny of the working of the nidhis 
nnd a more effective control of them are necessary? 

A.—Yes, primarily in the interests of the poor shareholders. 

Mr. Muthiu Chettij/ar: What is your criterion in taking into account 
bad debts written off when assessing for income-tax? 

A. —May I know what you mean by ‘criterion’. 

J .—Whether it is reliable or not? 

.—If it is genuine bad debt that is written off we allow it. The 
assessee has to prove that it is genuine. 

-Do you want him te prove that it has become a bad debt? 

.—He has got to satisfy us that he has made an endeavour to recover 
the amount and failed, or convince us that the man has become a pauper 
and that it is not worth spending so much money in trying to recover the 
loan. 

Q. —I give you an example : Suppose 1 had to get Rs. 5,000 from a man 
and I write it off. I have not filed a suit to recover the amount but simply 
sent a registered letter. Would you insist that I should file and suit and 
then only if J am not able to recover the amount I should write it offP 

A. —I would not insist upon that. Only if I have some suspicions as re¬ 
gards your hovo files then 1 will ask you to prove, otherwise I allow the 
thing to be written off as bad debt. 

, Q- —Another thing : Suppose I have to recover Rs. 5,000 and I file a 
suit and get a decree. T have a ray of hope that I may be able to recover 
about Rs. 600 only. But still I write off the whole amount. But I also 

E remise that if any amount is received from him later on that amount will 
s duly credited in my books. Will you accent it? 

A.—Certainly, we allow. I myself have allowed scores of such cases. 

64 
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• Mr. Oopala Menon : You said that the Registration Department is not 
exercising due control over the balance sheets submitted by the nidhis and 
joint-stock companies P 

A.—I do not like to make a statement so sweeping as that, but I infer 
from the evidence that has come to my knowledge that the Registration 
Department could have exercised better control than they have been doing, 
not so much control over the routine work as control over the actual working 
oi the bank to see that the shareholders and the general public are getting 
proper return for their money. 

<J>.—They are expected to scrutinise the balance sheet ns to whether it hoc 
been prepared according to the Articles and the Memorandum of Associa¬ 
tion. That is what the officers of the department are expected to do. We 
have heard this complaint elsewhere also. Do yon think that the officers 
to do this work in a place like Coimbatore, i.e., the District Registrar or Sub- 
Registrar have got the qualifications necessary for this scrutiny? 

A. —I do not think accountancy is one of their qualifications. 

Q .—Most of them merely do Registrar’s work. Tliev are mostly recruited 
from graduates in aits or graduates in law end by their qualifications are , 
hot fitted to examine the balance sheet in the proper manner? 

A.—I suppose that is the inference. 

Q. —In other places we were told that this function should be separated 
from the Registration Department and entrusted to others who can exercise 
better control and examination of joint-stock companies and nidhis. I 
suppose you agree w'ith that view? 

A.—Yes and no, because the Registration Department do exercise n certain 
amount of control by the power they have to call for certain periodical 
statements and by the prosecutions that they launch if those are not filed 
within the proper time. 1 should say also yes if the people who are going 
to examine the accounts are given the same power as the officers of the 
Registration Department. Both these should he under one and the samo 
department. 

Q. —In that case for the Registration Department only people who are 
properly trained to carry out these duties very satisfactorily should be 
entertained and the work should lie entrusted to them. They must possess 
knowledge of accountancy, and business customs, etc. 

A.—Yes, that can be done. 

Q. —Otherwise due control over the balance sheets cannot be properlv he 
exercised by the ordinary Sub-Registrars and Registrars. 

A.—Certainly. 

Q .—So either it should be taken away from the Registration Department 
or the Registration Department should take in officers who can do that sort 
of work? 

A.—Yes, that is what I think must be done. 

Q .—Otherwise there will be criticism from the publicf 

A.—I should think so. 

(The witness then withdrew.) 
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Saturday, 8th February 1930. 
COIMBATORE. 


Present: 

Mr. H. M. Hood, l.C.S. ( Chairman ). 

Mr. P. J. Thomas, m.a., b.litt., i'h.d. 

Mr. C. Govala Menon, m.l.c. 

Diwan Bahadur B. MimswAMi Nayjjdu, d.a., b.i,., m.l.c. 
Khan Bahadur V'. Hameed Sri.TAX Maricair Sahib Bahadur. 


Mr. WELD DOWNING, Planter, Coonoor. 


Oral evidence. 


The Chairman: Mr. Weld Downing, you are a planter in the NilgirisP 
Have you got your own estate? 

A. —Yes. 

(J .—Js it within easy reach from the Coonoor town? 

A. —It is 10 miles from Coonoor and 17 miles from Ootacamund. 

Q .—Have you got sufficient cash facilities from the Imperial Bank? I 
presume you get loans from the Imperial Bank? 

A.—Wo get loans either from the Imperial Bank or from the Indian 
Bank. The Indian Bank finances mostly the Coonoor taluk, while the local 
branch of the Imperial Bank finances the Ootacamund side. Thus these two 
hanks, with the addition of various private money-lenders finance the 
planters. 

Q .—You therefore get adequate hanking facilities? 

A. —Yes. 

Q .—Do you find any difficulty in obtaining cash from any other banks P 

A. —None at all. 


Q .—Have you any experience of other estates? 

A. —What is generally done is that thb estates in the interior of the 
district send one of their Superintendents in a car who arranges to get money 
for their weekly requirements from these bunks in the district headquarter. 
Some others get their money by insured post. My ow« opinion is that this 
is a crude method of getting money. 

Q .—What do you regard as the maximum distance from which you can 
go to the hank for purposes of bringing money? 

A .—An average of 20 miles radius from an estate may tie regarded as the 
maximum distance for transacting business with the bank. That comes to 
about 40 miles journey to and l’ro. 

O.—Aro there a number of estates beyond the 20 miles limit? 

A.— Yes. 

Q.—Do you know wlint arrangements are made by the planters in Mysore 
for getting money? 

A .—I am not conversant with Mysore. 

Q .—The Bank of Mysore has opened n branch in the North Mysore area 
at Chigmagaloro. Do you think that branch hanks would greatly facilitate 
transactions. 

A.— Speaking out of my own experience in my district, the conveniences 
that would accrue in opening branches of the Imperial Bank would be very 
much both to the Bank as well os to the various planting communities. It 



would not involve anything more than a small staff, but it would be oertainly 
most advantageous to the estates. Taking Mysore which is a coffee centre, the 
planters can ill-spare their European Superintendents or Managers to go 
on chasing about country during the busy season for the purpose of collecting 
cash. At that time the crop would be ripe for harvest and it is imperative 
that the supervision should be at the highest pitch of efficiency. If similar 
brandies are opened here, it would certainly be advantageous to us also. 

, -Is there any marked difference beta-eon coffee and toa cultivation P 
l.—Yes. 

Q .—Employment of labour on the tea estates is more steady than on the 
coffee estates? 

A.—Yes. Coffee requires labour only at certain months of the year and 
during a particular season. 

Q .—Can you give us an idea of the amount of cush that would bo required 
for paying the coolies employed in your estate ? 

A.—We may take that an average of one coolie would lie required per acre 
and his pay ranges between Us. 15 to Rs. 20 per month. 

0 .—How are these coolies paidP Are they paid in cash or in kind? 

A.—We pay them in cash. In many other estates a grain issue is also 
made, but we do not give any grain issue, but pay them cash for it. They 
buy their own grains out of the cash from the local bazaars and shandies. 
As regards the coffee plantation the coolies are paid a lump sum at the end 
of a season at the final settlement. 

Q -—You do not, of course, pay your coolies by bearer cheques? 

A.—No. 

Q .—About the grain advance, you pay in cash. Where do they get their 
grain P 

A.—They purchase it outside the estate from bazaars. 

0.—Tlie cash then goes to the merchant, does it notP 

A.—Yes. 

Q -—Do you consider the present arrangements are the liest possible for 
the supply of cash to the coolies? 

A. As far as my district is concerned, the present arrangements are quite 
good. 

—Yon say that you are better off than many other estates? 

.—Wo are only a minority. 

Q -—Do you work on your own capital, or do you also borrow-P 

A.—Generally we draw bills for three months on our banks or agent ou 
our bill of lading. But the time this falls due, the tea will be sold and then 
we repay the amount. 

>.—You have agents in London P 

L—We have got agents here and those agents work with their agents in 
London. 

-Are there any marwaris in the NilgirisP 

-Yes. There are some marwari merchants also, but they are not now- 
a-days flourishing. 

Q.—What do you regard as the fair price of teaP 

A.—It all depends on the price prevailing in the tea market at the time. 
At present Re. 0-10-9 may be regarded as a fair price per pound. 

Q.—Do any of the other planters make advances to small growers of tea 
from whom they purchase the leafP 

A.—Yes. 

B .—Do you do that business P 

•—We do not think that it is sound from the producers’ point of view 
because he gets a certain sum of money and signs an agreement to sell his 
leaf to the parties witlun a period of one year and at a fixed price After 
t«» w produced, he does not get the value prevailing at that time in 
the English markets. This is detrimental to his own interest. He could 
ewuly sell his produce in the market at a fair price, but owing to this stipu- 
busiaess doee any real benefit. We do not do this kind of 




Q .—Is not the same practice going on with regard to coffee between big 
estates and big consuming firms ? 

A. —There is not likely to be much loss in the coffee business. _ There is 
no such contract also with regard to coffee, and if there is any, it is only 
to a very small extent. The financing of coffee is really a different matter 
from the financing of tea. 

Mr. Gopala Merton : Do the planters depend on borrowed money for their 
cultivation expenses? 

A. —No, they do not. 

Q .—Do you mean to say that the wealthy planters do not borrow? Then 
liow do those planters who have not got enough resources, got funds for 
cultivation expenses? 

A. —They do not borrow for the routine work. 

Q .—I have got a statement from n planter here who says in his written 
evidence “ that a wealthy planter works on his own resources and that his 
less fortunate brother have either to mortgage their estates or hypothecate 
his crops to a bank or hrm who advances the necessary money lor the working 
expenses.’’ To whom does this statement refer? 

A .—That statement only applies to coffeo planters, but not to tea. 

Q .—is the produce left to wait for a good return in the local market or 
the foreign market? 

A. —As regards the foreign market I should say no. as it comes it is put 
on the market and sold. 

J .—Doth coffee and tea? 

.—Coffee is perhaps kept a little more than tea, which is generally sold 
straightaway, liecause it deteriorates more quickly than coffee. 

0.- —What alxmt the local market? 

A.—If there is a demand in the local market then tho tea is immediately 
sold. If .there is no demand then it is shipped to London or some other 
foreign market. 

Q .—Suppose in the intermediate stage before the coffee finds a market it 
has to wait, is it the practice to raise money on it for the ensuing season ? 

A.—Most certainly, when the time is coining to elapse it must lie so. 

Q. —Do the banks advance money in anticipation of a bettor return on 
such goods? 

A. —I cannot say it is on the anticipation of a better return. They will 
advance against hypothecation of the crops. 

Q. —la it generally raised through banks or private firms who may be 
taking over the coffee and exporting itP 

A.—1 should think it is generally tho private firm who is the inter¬ 
mediary between the banker and the planter. The thing goes through a 
firm. 


Q .—In such a case will the institution of public warehouses be of any 
use to planters? 

A.—There is not the bystem of warehouses uow because each estate looks 
after their own produce. 



Q .—With regard to the Indian planters do you think there is any neces¬ 
sity for publio warehouses in which they can keep their stock, raise the 
finance and wait for a better market? 

A.—I do not think so. 


0.—Why? 

A.—Because I do not see there is sufficient trade to justify the erection 
and maintenance of public warehouses. 

Q .—You told us a little while ago that the Indian planters are financially 
in a bad way. Do you think the erection of public warehouses in their 
interest would relieve them from their financial difficulties? 

A.—If the majority of the planters sell their own coffee individually I 
would say ‘yes’, bat the majority sell it through the local people on the 
spot. 



510 


Q .—It is to eliminate these local money-lenders who charge higher rate 
of interest, and in the interests of these ignorant planters that the ©abac 
warehouses should be erected ; and thus to relieve them from the clutches of 
the money-lenders P ... 

4.—In that way if the public warehouses become in a measure a clearing 
house where solos take place, where these people could store their coffee until 
the price is good, then most certainly it will be a step in the right direction. 

Q .—That you think that is necessary in their interest? 

A.—I think it would be more in the interest of the smaller planters. 


Q .—Along with that we shall have to create an agency for marketing 
purposes and also for preparation for the market? 

A.—Yes, that is right. 


The Chairman: Will it be possible for the factory to manufacture the tea 
ol the small man separately? 

A .—At the present moment when the teu is brought from one small estate 
it is mixed up together with others and then manufactured and then a 
percentage according to the proportion or quantity of leaf brought is set 
apart as the manufactured tea of that estate. 

Mr. (rojjula Menon: Who is doing the work of curing and cleaning the 
coffee at present? 

A .—These coast firms. Messrs. Pierce Leslie tfe Co., Messrs. Stones & Co., 
etc. 


—They also export the coffee afterwards? 
,.—Yes. 


Q .—So the raw coffee is sent to them and they clean it in their pump 
houses? 

A. —Yes. 

Q .—Is that the case lioth with regard to the European and the Indian 
planters? Have the European planters got their own pump houses? 

A .—I should say it is generally done light through. 

Q.—What percentage of the cost of the goods is taken for cleaning and 
curing? 

A.—1 am afraid I am not conversant with coffee market now, because I 
left the coffee estate 20 years ago. 

Q .—Are there any co-operative societies or stores amongst the estate 
labourers? 

A.—Not in my district. 

Q .—Are the estates running institutions to encourage the savings of theso 
labourers in the way of provident funds or gratuity P 

A.—Yes. 


Q ,—Is there any compulsory life insurance? 

A.—No, nothing of that sort. 

Q .—Any schools for the education of children? 
A.—Yes. 


Q .—May I know whether the practice of running chits prevalent amongst 
the labourers in the estate? 

A.—Yes, there used to bo amongst them but I think it is now going down 
at any rate in tea estates. * 

0 .—Have you had any complaints from the labourers that the conductor 
of the chit has not paid the amount in due time? 

A.—No such complaint has come to my notice. 

Q -—We are told that in the tea estates there is work for the labourers 
throughout the year but in coffee estates only for a certain period in the 
year. Is it possible to encourage some sort of home industry in the coffee 
plantations in order to retain the labourers in the estates and give them 
something to supplement their income P 

A.—I would rather leave it to be answered by a coffee man since I am 
not conversant with it now. 

Q .—You said in reply to the chairman that the cheque habit is not so 
popular. Is it amongst the lower classes ? 

A.—-I think the chairman asked me whether we paid in cash or in cheque 
and I said in reply we never paid m cheques. 
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Q .—You consider that the cheques are the most popular system of trans¬ 
acting business? 

A.—1 most certainly think so as regards estate business for all payments 
to films, liquidation of debts and all that sort of thing. There is no neces¬ 
sity of keeping largo amounts of money in the estate and it is a most excel¬ 
lent check on book-keeping. 

Q .—But the only difficulty you hare is to send your man every time to 
the headquarters to get your cheque cashed? 

A. —Yes. 

Q .—Are there any small bankers or joint-stock banks in the locality P 

A.—In my district there are. 

Q. —You borrow both from the Indian banks and the European banks? 
A.—Yes. 


Q. —Have you had any difficulty in raising money from the Tndian bankers 
whenever you wanted it? 

A.—None whatsoever. 

Q .—Do you think there is scope for the expansion of banking or branch 
of a joint-stock hank in the estates? 

A.—In my district no, but I think in some other districts there is good 
scope. ’ " 

Mr. Thomas: May I know in what form you export your tea? Is it in 
the completely finished form? 

A.—It is ready for the consumer. 

Q .—It is sold bv auction in the London market? 

A.—Yes. 

Q. —Is there no market within India or Ceylon where you can sell it? 

A.—There is a good market in India itself. It cnn he immensely improved 
upon. There is also the Colombo weekly market. 

Q .—You do not send your tea to Colombo market? 

A.—Very little of South Indian tea goes to Colombo market. 

Q .—Is it possible to develop a regular market for tea in the new harbour 
of Cochin? 

A.—There are certain prospects of a good market there. 

Q .—Seeing that there are many estates in Southern India it might lie 
advantageous to have a local market in Cochin? Possibly it might enable 
you to get a higher price? 

A.—Personally I have no objection for that idea. 

Q .—What is the proportion that you spend in commission and other 
charges for sales effected in London? 

A.—The brokerage and commission paid in London comes to about 2| per 
cent of tho value. 

Q. —You do not send it direct? Is there no forwarding local agency? 

A.—They do not charge a commission but a flat rate which covers their 
charges and gives them Borne return. But that margin is very small. 

0.—And the price is not known before you ship the tea? 

A.—1 do not Know whether yon know the procedure. The tea is shipped 
to London and when the cases arrive there a certain number of cases are 
opened and samples taken from them. Then it is tested the tester says the 
tea is worth so much. After that it is put in auction. 

Q. —Then, the procedure is the same as in Colombo? 

A.—Yes, 

Q. —We hear some talk of a tea restriction scheme. Is it likely to 
materialize ? 

A.—It has not made much headway. 

Q .—Is it feasible to have restriction of tea? 

A,—I should think it is. 

Q .—Do you not think that if the tea planters of India and Ceylon con¬ 
tinue, they could control the price, seeing that India and Ceylon together, 
produce the bulk of world’s tea? 

A.—I should not like to be definite on such a large question. 
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Q .—'’What facilities are there in the estates for the labourers to save, i.e., 
for placing money on deposit with a safe institution? 

A .—There are no public facilities. 

O.—How do they keep any money that they might have saved? 

2.—They just give it to their neighbours or leave it with the estates 
themselves ; but they generally take it away from the estate and send it to 
their villages to be invested in land or houses. 

Q .—They do not invest in postal savings banks? 

A. —No. 

Q .—The habit is not growing at all P 

A .—Not at all. 

Q .—Is there any means of encouraging their savings and inducing them 
to put their money in savings banks ? 

A.—If you educate them to that habit I think they certainly would do 
so. 


Q .—Are the postal savings banks close by or far awayP 

A .—I really do not know whether all the post offices nave savings banks. 
Speaking of my district I think it is closeby. 

<7?—Seeing that the labourers are living in large numbers around estates, 
would it not be advantageous to open special savings bank facilities for 
them? 

.4.—I think it deserves a trial at any rate. 

Mr. (lopala Menon: You want hanking facilities? 

A .—Yes and also to educate them for placing their savings in banks 
where they can get not only the money they had deposited hack when they 
want it but also some small sum in addition by way of interest. 

Mr. Thomat: Tf the kanganis are first educated to do so will not the 
labourers follow their example? 

A. —Yes. 


Q .—Whq are the money-lenders that lend money to the Badagas? 

A.—We call them marwaris. 

Q .—Do they buy the produce? 

A.—They might buy coffee but not tea. They advance money on betel 
crop. 

Q .—Do they take potato? 

A.—They do. 

Q .—Are the tea, factories maintained by the estates primarily for the 
preparation of their own produce? Or do they also handle the produce of 
neighbouring small planters? 

A.—Mainly for tneir own produce and secondarily for others. 

0 .—Does it work out to the advantage of the small producer? 

A.—Yes, it does. 

Q .—If green tea is worth an anna and a half, what will be the value of 
the finished product? 

A.—At the present rates ruling in London it will be worth about 10 annas. 

Q .—What are the_ different varieties of tea produced in the NilgirisP 

A.—There are different varieties, it depends on the way it is manu¬ 
factured. 


, 9‘—J, 'want to find out whether the kind of tea exported from Nilgiris 

js ota higher quality than is exported from Darjeeling? 

A.—It is. 

Q -—Do the small producers sell the green leaf to the factory or do they 
only get it prepared for the market? 

A.—I do not know of any case in which they get the finished product. 

Q .—In that case the difference between the price they receive and the 
price realised by the purchasing persons is rather considerable? 

A .—We take fonr pounds of green leaf to make one ponnd of tea 
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J , —Very well. There stiil remains 4 annas. Would it be reasonable 
t for the factory? . 

A .—We have to spend for manufacturing, packing and shipping. There 
is a margin of one anna or one and one-fourth annas. It is more expensive. 
The estate manager will get a profit of only three-fourths of an anna. 1 

should like to point out that four pounds of green tea is required for one 

pound of tea. 

O.—What is the cost of production of a pound of tea in the NilgiriB? 

A.—The average cost of one pound of tea in my part of the district is 

from eight annas to ten annas. Fifty-five to sixty cents per pound. 

if .-—Have you ever been able to find out whether this cost can be reduced 
by applying more scientific methods? 

A .—In case the tea research is being more increased the cost of production 
will go down. Their research work will of course improve the quality but 
not decrease or increase in the process. Estimates are made from year to 
year and they are carefully watched and scrutinised and any variation is 
noticeable. 


O.—Do you think that the expenses of the management can be reduced? 

.4.—No ; they cannot lie reduced. Of course we may get men at cheaper 
rate for supervision. Whethpr he is an Indian or European if yon want 
good men, you have to pay him well. There is no economy. 

Q .—You would probably require lesser numlier of people assuming that 
men are abler. You can probably place a larger estate under an abler man? 

.1.—Of course we can do that. They want hotter training even though 
that will certainly reduce the cost. 


(f .—Do you think that it is possible to produce tea on the co-operative 
basis by those who cultivate .'5 or 6 acres? 

.4.—f do not see anything that looks as if it would make it less. It would 
need experiments. No definite reply can lie given on the matter. 

0 .—At what rate do you discount your bills drawn on London? 

.1.—The rate varies ; from 6 to 8 per cent? 

0.—Could it be reduced? 

.4.—Thnt depends upon the usuanre. 

0.—Three months sight? 

A.— Yes. 


Q .—Are the facilities that you enjoy now in any way better or worse than 
those enjoyed by the Ceylon planters? 

A..—I cannot say. 

The <'hnirman : With regard to thcseBndagas growing tea on small areas 
is there any apposition to that by tiie bigger plantersP 
A .—None at all. 


? .—Ts there not much of stealing? 

.—Thero is a certuin amount of theft going on but not of leaf. 

Q .—Have you got a large numlier of factories which buy the leaf brought 
by the lladagas? 

A .—I think that proper supervision is necessary. There used to be 
tremendous coffee stealing. That can be done on the darkest night with the 
gnnnv bag under the tree. Plucking up of tea leaf can be done only in 
broail day light. Even in factories there is not much of theft. The people 
who pluck the tea leaf cannot use it. The coolie and the kangani geta 
commission very rarely. 


(The witness then withdrew.) 


65 


514 


Saturday, 8th February 1930. 
C0IMBAT0BE. 


Present : 

Mr. H. M. Hood, T.C.S. (Chairman). 

Mr . P. J. Thomas, m.a., b.utt., ph.d. 

Mr. C. Gopala Mbkon, m.l.c. 

Diwan Bahadur B. Mcxisu ami X.\vrm\ »a., b.i.., u.l.c. 
Khan Bahadur V. Hamrf.d Si i.tan Marhaui S.vhib Bahadur. 


MJELBy. VTTHALDAS ANANDJI SAIT Avargal, Tiruppur. 


Oral evidence.* 

The Chairman: You arc a cotton merchant? 

A.— Yes. 

X .—What is the chief business you are engaged in? 

.—My chief business is only cotton but for the last two yeurs I have 
stopped. 

Q .—You are not doing any business now? 

A .—Doing but not largely. 

Q .—You are denling in cotton. In what way? As n merchant or eonnnis 
sion agent? 

A .—I am a merchant buying outright. 

—You invariably buy through your commission agents? 

-We buy directly Kappas and sell it to the agents and export it to 
Bombay. 

J.—From whom do you buy? 

-We are buying from middlemen and cultivators. 


X 


X 


Who principally? 

.—We will buy from those who bring cotton to the market. 

.—You buy largely from the ryots or from the middlemen? 
-Through the middlemen. 

'.—You give advance P 
.—No. 


O.—On what terms do you buy? 
A.— Gash. 


On a week’s credit or cashP 


).—You buy it for cash and then sell? 

L— I buy Kappas for cash from the middleman and after ginning we 
sell the pure cotton. Then we calculate the price to see whether it is a 
benefit to sell locally or to export it to Bombay. 


J .—On what terms do you sell? 
.—All cash. 


Ts it on cash or credit P 


■In Bombay P 
.—All cash. 

.—If you are selling at Bombay you ship it? 

,—We send-it to Calicut and from there we ship it. 


For written ovidcnce, vide pp. 514 of vo|. I], 
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(j .—Vour agent in Bombay sells it P 

A,—Yea. He sells it for cosh. We take the money in advance. We also 
take the documents through the agents of cargoes Messrs. Pierce, Leslie 
& Co., and Madura Company. We get it to the hank and draw money irom 
there up to 80 per cent. 

Q .—No advance arc given to the ryots P 
A.—No. 

Q .—The middleman buys outright and sells it to youP 
A. —Yes. 


O .—How niuny middlemen arc there between you and the cultivator? 

A.—One or two ; they are the link and chain who connect the purchaser, 
the cultivator and the merchant. 

Q .—Do you carry on any other business besides that of cotton merchant? 
Any bank? 

A. —No. 

Mr. Gopala Menon: You compluiu of the lack of organization of market¬ 
ing? 

A.—Marketing is required. 

Q .—You say that at present facilities exist only for marketing export 
crops? 

A.—Yes. 


Si 

Si 

1 


—What are those crops you refer to? 

,—Cotton and groundnut. 

—Have you got proper facilities for it? 
—Yes. 

—For others such as rice, oholam, etc.? 
—The hanks do not give money. 


(£.—Your point is that there are certain hindrances for cheap marketing 
of other produce than cotton and groundnut. What is the remedy you 
suggest? 

T..—Co-operative societies and village societies should give money. 


Q .—You say that you want Itonded warehouses ior keeping these stocks 
and fiud a sale. But who will be responsible to run these warehouses? 

A,—Co-operative societies and the imperial Bank should run. 


Q .—You said that banks must run. Apart from the banks can you 
suggest anyliody who can run these warehouses? 

T.—Co-operative societies. 

Q .—If the banks of Government were to construct the warehouses and 
lease it to private people will they furnish the necessary deposit for running 
the warehouses? 

A.—They will undertake such things. We have to pay the kist in Febru¬ 
ary, March and April to the Government. Now being the kist season they 
are not able to get proper prices for their stuffs. 


'.—Therefore you say that they are not getting their full price? 
.—Yes. 


Q .—To enable them to do that you want bonded warehouses to advance 
money on those goods and store it and sell in the right time? 

A.—Yes ; now the agents come from the neighbourhood to buy the 

produce. 


Q .—You also complain for want of facilities for marketing. Do you refer 
to village tracks that it should be improved and that some better arrange¬ 
ments should be made for transportation. In what way? 

A. —The cultivators living in the villages have no facilities to bring their 
produce to the market. 


Q -—You say that bad roads are one of the reasons. Slow traffic is 
another. So the improvement of roads and expeditious transport are the 
urgent problems in order to facilitate better marketing and get better price 
for Jthe rpotr 
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0 .—Do von not think that these ryots are losing a portion of their value 
of the produce by the middleman or the money-lender from whom they take 
advance during harvest? 

A.—Oertainly. 

J .—How to ovoid thotP 

.—In my district there are three kinds of measures ; one is 80 tolas, 
72 tolas and 64 tolas. The middleman huys or sells. He buys at the rate 
of ten measures per rupee (72 tolas) and Bells at 64 tolas and thus makes 
a profit. There is the loss sustained in false weights and measures used. 

0.—Are the ryots not being able to find it outP 
A.—No. But I know it. 

Q .—What is wanted is the standardisation of measures? 

A.—Yes. 


Q .—With regard to the indigenous bankers you say that they run the 
risk when they lend money to the. ryots and that their lives are constantly 
in danger? What do you mean by that? 

A.—So many oases of sessions. 

Q .—Who are tho indigenous bankers whom you referred to? Sowcai's 
or Multanis? 

A.—Professional money-lenders. Both sides commit mistakes. When 
the Nattukottai Chetti files a suit against him the summons will not reach 
the party. They will arrange like that. Then they get a decree. Then 
he goes for japti and to sell it in auction. The party will become wild. 

Q .—Is that pre-arranged with the bailiff and village officers? 

A.—Yes. 

J ,—Who are the professional money-lenders in your locality? 

.—Nattukottai Cnettis and some merchants. 

Q.—No Multanis? 

A .—There ore some sowcai's also. 


Q .—Other money-lenders ? 

A.—The ryots themselves lend. 

Q .—The high rate of interest charged by the money-lenders, is that not 
a cause? 

A.—That is also one of the causes ; suppose a man borrows Its. 1,000. 
Within three years it will become Rs. 5,000. The understanding is that they 
will have to pay 15 to 18 per cent on the money tbev have l>orrowed. But 
actually on the pro-note they write 86 per cent. When he fails to pay he 
goes to the court and gets a decree for 36 per cent. Thus the interest, origi¬ 
nal money and the expenses will come to a big amount. 


Q .—On the whole the high rate of interest charged by the money-lenders 
is the root cause of these things? 

A.—Yes. 


Q .—What remedy can you suggest to bring down this high rate of 
interest? 

A.—The Government must undertake ; then it is easy to bring down. 

Q. —Why not the people in the locality combine together and start a bank 
and help the ryots and lend money at a lower rate of interest? 

A.—It is impossible by anybody except Government. When we want 
money for trade, the Government collects the kist. Both coincide and clash 
together. 

0.—You say that the co-operative societies are doing some amount of 
work? 

A.—But not satisfactorily. 

0.—That is now run by the people themselves? 

A.—-In one village there is a co-operative' society. They give for their 
friends, relations and favourites. 

J .—You want Government help to organise more co-operative societies? 

.—The Government should help the co-operative societies. 

J .—Why don’t you develop? < 

.—Now everybody understands. The Registrar and the Assistant Itais* 
.trar are taking pains. 



Q .—That must lie developed, instead of going to Government for help 
Government money must come. People must combine and start co-operative 
societies. 

A. —The provident fund money and the life insurance company must bo 
utilised. 

Q .—You want Government help for the co-operative societies. But 
already the Government is helping them. Why do you not develop the 
co-operative societies yourself}' 

A .—Now everybody understands the movement. The Deputy Registrar 
and the Assistant Registrar are taking much pains and it is coming into the 
proper way. 

Q. —So that must lie developed instead of again going to the Government 
for help. Is that not so? 

A. —The money which is the essential thing must come from the Govern¬ 
ment. 

Q .—Tlie people themselves must combine and start a co-operative society 
and then if you want you can take money either from the Central Bank in 
Madras or the District Bank. In that case why should you go to Govern¬ 
ment ? 

A .—There is a saying in Tamil fUjBeS(J},jB&/reu Ear jk 

There is the savings hank money and the provident fund is also there with 
tho Government. 

(J .—The whole trouble is that in many places you have no hanks. Why 
not the people of your stamp in the locality join together and start hanks 
to help tno poor ryots? Can it not lie done if you all join together? 

.1.—The question is whether they will all combine. 

Q. —So. that combination or co-ordination is wanting in the country and 
therefore all this trouble has arisen ‘r 

.1.—Yes. The Government have passed rules and regulations to help 
the people to dig wells and buy cattle. Such loans from Government are 
ulso very difficult to get. 

V-—So you sav thut the agricultural loans from Government are not 
doing much good to you? 

.1.—They do not. We have to i-oine into the good looks of the authori¬ 
ties. 

0. —If you get cheap money this trouble can lie avoided? 

A. —Yes. 

Q .—You suggest that thp post office might grant life insurance policies 
for small sums. Do you want the Government to begin speculation business 
in life insurance alsoP 

.1.—No, no. In the post office they have got the Oriental Life Insurance 
and through the Government the life insurance company gets the money. 

Q .—There are a number of life insurance companies? 

A.—Yes. I simply gave an example. In regard to the postal savings 
hanks, there are certain rules and regulations which the uneducated who 
form about 73 per cent do not know and they are given so much trouble 
by the post office staff and so the people never go there. To encourage the 
small ryots to b&vo small sums of money i would suggest that the post office 
grants insurance policies for, say, Rs. 200. 

Q .—Do you think that the small ryots will be able to pay the premiums? 

A .—I think it is easy for them to pay Rs. 2 a month. 

Q .—Instead of that do you not think that the co-operative society will be 
able more to encourage the savings habit? 

A.—It requires proper auditing. 

Q ,—When you say that there is no proper auditing do you mean that with 
reference to nidhis and chit funds? 

A. —Well, here also it is the same thing. It will be very difficult for me 
to explain to tho Committee the things that are going on in the village*. 
We in the villages know what they are. 

Mr. Thomas : Will you give nn example P 

A .—The brother-iu-law and the uncle distribute among themselves. 



Mr Oopala Melton: Is there much adulteration of produce goJtig dll itt 
your district P 

A.—.The produce ha* to be divided into two kindt>. For instance, cotton 
is a world crop whereas grain and other foodstuffs are not so. 

Q .—Are you pledging crops to the banks to get money ? 

1.—Only the Imperial Bank advances money on the security of cotton 
but not on the security of other produce, to the ryots. 

-Is there no other bank which does the same thing P 
L. —There are banks. 

Q .—The important difficulty for the bankers to advance money is the 
lack of good quality of the commodity uud sometimes they cannot estimate 
the value of the produce pledged. Is that duo to the adulteration of the 
commodities P 

A. —There is no adulteration so far as the foodstuffs are concerned and 
even in regard to the commercial products there is no adulteration in the 
raw stage. 

-When the cotton is ginned, is there too much of wateringP 
L.—No. It is only when the cotton is to !>c exported in bales that the 
adulteration takes place. 

Q .—How P 

A .—If there is an increase of Its. 20 per candy then there will be the 
adulteration. 

.—So, you think that there is some adulteration going onp 
.—Yes in regard to cotton. 

.—How can you avoid thatP 
.—It is not possible for anybody to avoid that. 

Q .—Suppose ail organization tor examining the goods, say. in important 
places like Virudhunagar, Dindigul and Til-uppur, is established, do not 
you think that we can avoid adulteration P 

A.—1 have got my own experience with regard to that and when I think 
of it 1 think of it with sorrow. There was the best quality of cotton grown 
here and it was selling at a price of Rs. 50 more than in other places. I 
moved the Qovernment in the matter and when we had prepared the by-laws 
and everything and w r hen the thing was about to bo brought into force the 
Government withdrew its helping hand. 
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, —So, it is not possible to avoid adulteration P 
.—It is not possible. 


V-—Do not you think that on account of that we are getting a less price 
for our commodities P 

A.—Not only that. The quality also will be ruined if steps sre not taken 
to remedy the evil. What l wanted was to have rules and regulations bb 
in Berar. This is the first market in the Presidency and I moved the Govern¬ 
ment in the matter and it was after finding that nothing was forthcoming 
from the Government that I gave the matter up as hopeless. 

.—Are you doing banking business or money-lending business P 
.—No. 

Q .—To what community do you belong P 

A.—To the Gujarati community. 

Q. —Are there many people of your community doing banking business in 
TiruppurP 

A.—No. 

.—Are there only Multanis? 

.—There is no Multani either. 

Q.—Then who is doing banking business there? 

A .—Only the Nsttukottai Chettis. 

Mr. Munuwami Nayudu ; Mr. Seth, you live in DharapuramP 
A .“Yes. 

Q.—For how many years have you been there P 

A.—I am a Gujarati, my father came here and 1 was born at Coimbatore, 

.—Have you some experience of the villages P 

.—Yes. 
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-Why is it that you go to the villages? 

.1.—Now there are gins and everything. But in those days when these 
did not exist except hand gins we went into the villages and made a contract 
for the cotton ana advanced the money. 

U .—You are going to the villages to advance money to the cultivators? 

A.—No. We advance money only to the merchants. 

Q .—You were purchasing cotton through the merchants by giving advan¬ 
ces to them ? 

A. —Yes. That was in those days hut not now. 

.—Are you a money-lender? 

.—No. 


.—You trade in cotton? 

—Yes. 

'.—Do you trade in groundnut? 

,—Sometimes f have undertaken it. 


Q .—Have you trade in other kinds of produce apart from groundnut and 
cotton ? 

A. —Sometimes T have done like that. 

Q. —Now what is the position of the ordinary cultivator in a dry area? 
Ts he able to get enough tor carrying on his work or does he get into debt? 

A. —During the Inst fifteen years my experience is that they are getting 
worse. 

0. —What was it before 15 years? 

A.—At that time the dry cultivators will plough their lands in the season 
and they were getting something from their bullock carts which after their 
work was over they were sending for the use of the villagers and others and 
so they were happier at that time. 

0. —But during the last 15 years they are worse? 

A .—Yes. 

Q. —Why? 

A.—The first thing is that they become lielpless and they cannot get 
money from anybody. Secondly, there is not even a shower of rain during 
the proper time. Therefore day after day he has to eke out his livelihood 
by doing coolie work. 

Q .—Suppose you take the ordinary cultivator. How much land do you 
expect him to have so that he may live with his family without debtp 

A. —If there is rain at the proper time 5 acres of land would be quite 
sufficient, for if he has two bulls there w ill he mutual help among the vil¬ 
lagers themselves. 

Q .—You said that for the past 15 years he is not having good facilities. 
But l>efore 15 years was he getting facilities? 

.4.—He was getting help then. 

0. —Who was helping himP 

A.—The ryots were lending money among themselves and the merchants 
were also helping to some extent. 

Q .—Are the merchants living in the village or merchants residing outside 
the village? 

.4.—They were both from inside the village and from outside the village. 

-During the last 15 years are not these people giving money? 

L.—No, because there is a drought of money. 

J .—What were the rates of interest lx>fore 15 years generally? 

.—Nine to twelve per cent among the ryots themselves and almost the 
same rates were charged by the merchants. 

0. —What are the rates of interest now during the last 15 yearsP 
A.—For mortgage of lands 12 to 18 per cent and on promotes 38 per" 
cent and even more. 

Q .—Who is the lender? 

A.—Now the Nattukottai Chetti mostly lends the money. 

you know of any village in which a co-operative society is work¬ 
ing? 

A, —I know of the co-operative societies in the surrounding villages. 
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Q .—In the villages where the co-operative society is working has the 
interest gone downP 

A.—The working of the co-operative society has not yet lowered the rate 
of interest. On the other hand. 1 may say that the interest hats arisen. If 
A has got money from the society and B has no money and cannot get anjp 
money from the society, lie goes to the sowcar who seeing the helpless condi¬ 
tion of B charges higher interest. 

Q. —Do you mean to say that the societies do not lend money to the people 
who want money and who have property to pledge as security P 

A .—He who is influential, and is able to make his power felt rightly or 
wrongly can alone get money from the co-operative society hut not the 
honest people. 

Q .—Do you think that if the co-operative societies are worked so as to 
increase their transactions and give loans possibly to ordinary people, they 
will go a long way to help the cultivator in getting money at a lower rate 
of interestp 

A. —Yes. If there are different societies like the trade societies and other 
societies, the thing will develop. 

Q .—Are the ryots extravagant in tlieir life or are they very economic 
in their habit? 

A .—The ryots can lie divided into three classes. Some of them have 
turned into coolies and some have become drunkards and it is the third class 
who remain economic in their habit. 

Q. —Are they spending a lot on marriages and on jewels? 

.4.—They do not spend much in the fnmilies where the elders are alive, 
lint where that is not the case the younger generation are spending a lot 
on such things. 

.Ifr. Thomas: What do they drink? Is it arrack or toddy P 

A. —No. They take only to the foreign liquors. 

Mr. Munisunmi Nayvdu : Do you think that land mortgage hanks which 
will give loans to lie repaid within 20 or 15 years have got scope for working 
in this district? 

A. —I will by all means welcome such a bank. 

Q .—Are there any difficulties in the titles to the land? 

A .—There are many intelligent lawyers and there is the Government also 
and these can make sufficient provision to see that the debt to the mortgage 
bank is made a first charge on the property. 


O.—Do you think that if such land mortgage lianks and money is given 
on loan to the villagers, they will lie able to repay punctually every yearP 
.4.—Twenty years would lie quite enough, because in regard to the Govern¬ 
ment loans for 10 or 20 years to sink wells and other things there has been 
no difficulty in the matter of the loan on the due dates. The same will lie 
the ease here also. 


Q .—Are people in this district taking large loans from the Government 
for the sinking of wells and for other iiermanent improvements? 

A .—Tt is very difficult to get these loans, unless the persons applying for 
them are very influential. Even then they get the loans after some trouble. 
But the poor do not at all get the ioaus. They have to await the favour of 
other people. 

Mr. Thonuu: Whose favour is it that is necessary P 

A.—Of course the officials ; that can lie known even without my mention¬ 
ing it. 


Mr. Munituxtmi Nayudu: Do they not require more Government loans? 

A .—For the past five years due to the dearth of rain the number of wells 
that have been dug is very great and for doing this the people had to go to 
the Nattukottai Chcttis to borrow money for the purpose. 

• Q -—There are co-operative societies, ore tliere notP 

A. —Yes, they are only in a very few villages. 


Q .—Supposing the co-operative societies are started in larger numhero, 
do you thmk that they will serve the needs of the agriculturists hy giving 


them loans for digging wells and other things? 


A.—If they wUl give such loans then they will certainly contribute 
towards the improvement of the land. 
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Q, —So, in the villages also, do you think that the sowcar or the village 
ryot has not got money to lendP 

A .—During the last five years their monies have been blocked on the 
cultivators’ lands. 

Q,—So now they have no money to lend? 

A .—They have no money. 

Q .—The persons who is actually financing them is the Nattukottni Chetti ? 

A .—Even the Chettis have stopped the lending of their money also has 
been blocked on lands during the last two years. There are twenty to 
twenty-five shops belonging to them and all of them have stopped lending. 
Now is the time when money has become very dear and the need for it is 
very keen. 

Q .—Who is then lending to the agriculturists during the last two years? 

A.—The agriculturists pay the kist somehow and there is no possibility 
of their improving their holdings as there is no one to advance them any 
money now. 

Q .—You told us that cotton is grown largely in this district. Does the 
actual cultivator get a good price for the cotton that he raises P 

A .—If the cultivator is a rich man and if he can afford to wait for a 
favourable market he can get a good price. But if, on the other hand, tho 
cultivator is poor and has got many demands to be met he has to dispose of 
his cotton as early as possible and naturally he will not get as good a price. 

O.—Groundnut also is raised in large quantities? 

A.—Yes. 


Q .—Do the ryots get a good value for the groundnuts? 

A.—There is competition and as a result of it, sometimes there is even a 
loss. 

Q .—Do you think that the people in these parts will be willing to take 
shares in the land mortgage hanks if there is a guarantee that they will at 
least got 6 per cent interest? 

d.—Tf the Government will guarantee the payment of 6 per cent interest 
free of income-tax, then not only will there lie money forthcoming from onr 
Presidency, hut it will he flowing in from other countries as well. 

0.—Is land being sold awav now for debts P 

A.— Yes. 


0.—Is there a large amount of land being sold away like that? 

A.—Yes. 

0 .—Do these lands fetch a good price in the court sales? 

A.—The prices now when compared to the prices prevailing in 1920-21 
can be said to be only 60 per cent or even less of what they were. Irrigated 
wet lands which were selling for Rs. .1,000 are now being sold for Rs. 1,700 
and Rs. 1.800. 


Mr. Oopala Me non: What was the pre-War price? 

A .—Then it was only Rs. 1,000. But during the time of the War the 
people suddenly grew rich and there was a demand for land. Consequently 
the price of land went high, bnt now the price has gone low. 

Mr. M uni swim i Nayiidu: You have therefore no real complaint for the 
fall in prices P 

A .—The men who purchased had suffered very much from the fall in 
price. 

0. —You told us that the irrigated wet lands when sold in public auction 
fetch as much as its real value, is it notP 

A—Yes. 

J .—Is it true also with regard to dry lands? 

.—It is not so in the case of dry lands. 

P. —Do you think that a number of people who were deprived of their 
lands have become labourers? 

A. —Yes. 


P-—For how many years has this process been going on P 
A .—My experience is for the last four years. Within this period I have 
come across a number of cases where people who owned lands have been 
deprived of their lands and turned themselves as labourers. Before that 
there were not so many cases. The situation is becoming worse day by day, 
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0 , —Who purchase these lands P Is it the villagers or the money-lenders? 

A.—Both the money-lenders and the villagers. 

Q .—Do the official classes and merchants go in for lands now? Do they 
themaelves cultivate? . 

A. —Monied classes and merchants purchase only irrigated wet lands, but 
not dry lands. 

Q .—You said that merchants have purchased the landB, and that they 
belong mostly to Nattukottai Chetti community. Do they cultivate the 
lands themselves P 

A. —They purchase the lands because they thought they could get buyers 
and thus make good profit out of them. But there are not so many buyers 
now and hence thev hove to cultivate themselves. If there are buyers, they 
will immediately sell those lands. 

Q. —You said that the village communications are lacking and must be 
improved. Have not the communications lieen improved in recent years in 
the villages? 

A. —Some of them have been repaired, but much has still to be done. 

Mr. Thomas: You have just told us that many ryots have become mere 
labourers. Are they still occupying their old lands or have they been 
ejected P 

A. —Some of them who have got some stake or other in the village are 
still in the village, but others who have none, left the village and come to 
settle in towns. 


0 .—What are they doing in the towns? 

A.—Thev work in factories and mills. There are about 25 factories in 
and around Tiruppur.and many of them got employed therein. 

Q .—How do these people raise money whenever they have any urgent 
expenses? 

A .—-They go to the money-lenders just before their pay day and obtain 
loans on the promise of repaying it after the receipt of their pay. 

J .—Who are the money-lenders that lend them money? 

.—They are Nattukottai C'hettis, Ooundars and other wealthy ryots. 

Q .—How do you purchase kappas from the cultivators? 

A.—First of all the petty merchants go over to the cultivators in the 
village at the time of the harvest and purchase the kappas at the rate of 
Be. 1 per podi. They then carry it to the markets in the towns and then 
sell it. At this rate, everv week or in the interval of ten days, they go to 
the village and purchase the kappas from the cultivators. 


L—Do they give any advances to the ryots for cultivation purposes? 
.—Yes. 


0 .—Are the cultivators bound to sell their produce to these merchants? 

A.—Of course, on that condition only they advance. 

O .—Do they take any pro-notes from the cultivators? 

A.—-Sometimes they do. 

_ Q .—Is it a fact that the cultivator are selling their produce at a reduced 
price to these merchants? 

A.—Yes. Not only do they sell at a reduced rate, but they are also 
cheated by them at every stage. They are a set of illiterate people and the 
merchants taking advantage of this, use false measures and weights and for 
each weighment, they make a discount, with the result that they make a 
good profit out of the transactions. 


9-—How do you sell cotton? Have you any ginning factory of your 
own P 

A .—We give the cotton to the ginning factories and get it ginned. 

0-—Do the mills charge reasonably for ginning? 

A.—The charges are not heavy, they are reasonable. 

0 .—Do you sell the cotton locally? 

A .—Whenever there Bre buyers, we sell. But mostly we export it to mills 
in Madras and Bombay. 


0— Do you make use of the bulletin that is published for keeping yourself 
up to date about prices P 

A.—I am not depending upon the bulletin. I get private information 
from Bombay. 
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0 .—Have you any agents in Bombay ? 

2,—Every year we go to Bombay and enter into some contracts with big 
merchants and mills. 

Q .—Do you take any advances or loans from them? 

A.—We do not do no generally, hut on rare occasions we get ; wo obtain 
loans on demand promissory notes. 

Q .—Do you ever borrow from the Imperial Bank? 

A .—For the last two years 1 have not been borrowing. Before 1 used to 
do so. 


O .—Why have you stopped it? 

A.—1 am not doing the business nowadays. The fluctuation in the 
money market is often disadvantageous to us. and the security they demand 
is very excessive. 

J .—Do you ever get any loan from the Indian Bank? 

.—No. 


Q .—Do the other merchants like you borrow money from the Imperial 
Bank or do they go to the Multanis alone? 

A .—They do not get money easily from the Imperial Bank. There is 
much trouble in getting loans from them. Those could not get the money 
easily go to the Multanis. 

Q .—It they have got goods, could not they raise produce loans from the 
Imperial Hank and obtain money? 

A.—-Only on that condition they give loans, hut that is not always possi¬ 
ble and tlie charges, etc., for the godown are too much. 

Q .—You said that you have stopped the cotton trade. Do you cultivate 
your lands yourself or through ryots? 

A .—Through the ryots only. 1 have got also contracts with the Agri- 
<ultural Department and 1 could not therefore carry on the cultivation. 

Q .—How do you remunerate your ryots? 

A.—I ntn paying them in grains and money. Besides I hove got about 
half a dozen cultivators and through them also I cultivate. 

Q .—Then they are but paid labourers? 

A.—Yes. They are paid just like coolies only. 

Q .—Does the cotton sale society at Tiruppur work well? 

A.—It works well, hut I would suggest that instead of helping cotton 
merchants, they help other cultivators also. They now deal only with cotton 
merchants. They obtain the cotton from the various merchants' and advance 
loan on it and selling it at a very favourable market, they recoupe their 
loans and pay the profit to the merchants. Instead of thus benefiting the 
merchants, if they do their, business directly with cultivators it will help 
the agriculturists very much. The people who really want help are the 
agriculturists and not the cotton merchants. They do not derive any help 
from the society but it is the merchant that really reaps the fruit. 

0 .—You therefore say that the men who are really helped are not the 
men who need help? 

A. —Yes. The ryots do not get any help. 


(The witness then withdrew.) 



524 


Saturday, 8th February 1930. 
COIMBATORE. 


Present: 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.utt., ph.d. 

Mr. C. G op ala Mkkon, m.l.c. 

Khan Bahadur V. Hameeu Sultan Mauicair Sahib Bahadur. 


MJUELy. A. R. L. V. NATARAJAN CHETTI Avargal, Banker, 

Coimbatore. 


Oral evidence. 

The Chairman: Mr. Natarajan t'lietti, what business ure you carrying 
onP 

A.. —Money-lending. 

Q .—Tn Coimbatore ? 

A.—Yes. 


.—What is the nature of your business P 
.—Lending to merchants, traders and agriculturists. 

,—Mostly on pro-notes? 

,—Yes. 

,—For what purposes are you lending? 

.—For business and agriculture. 

,—Is your business carried on mostly in the villages or in the town? 

.—In the town an well as in the villages. 

'.—Are you doing any business in financing trade at all? 

.—1 lend to cotton merchants and small shop-keepers. 

Q —Do 1 you deal in hundis? 

A.— No. 

Q .—Do you deal in nadappu hundis? 

A.—That is prevalent amongst the Nattukottai Chettis. 

-What is the particular merit of a nadappu hutidiP 
1.—Among ourselves in Madras on the . 16th of every Tamil month the 
nagarathars meet and fix the rate for that month. That rate is the nadappu 
rate. 
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—What is the advantage in having a liundi on which the rate varies 
month? 

,—That is the custom among our caste people. 

—How can it lie discounted? 

,—We do not discount such hundis here. 

-Does it circulate among Nattukottai Chottis themselves P 
-Yes, 

-Why cannot you mention m the hundi a fixed rate of interest? 
-We mention only the nadappu rate. 

-You do not use fixed rate hundis? 

-No. 


Q .—Do you use the mudati hundis P 
A.—We do not write such hundis. 
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O.—How many different kinds of hundis do you deal in? 

A.—Only the nodappu hundi and the dharisana hundi. 

.—At what rate do you lend? 

.—Twelve to 15 per cent. 

.—Do you lend on the kandu system? 

.—I was doing ft before but not now. 

Q .—Do you not pay lls. 90 and then collect lie. 1 per day for Its. 100. 
Do you not lend like that? 

A.—Such a thing is not done. 

Mr. Go [tala Me no a: Do you take deposits from the public? 

A. —No. 

-Have you got current account with any bank? 
t.—No. 

Q .—On what capital arc you working? Is it all your own or borrowed 
also? 

A. —On iny own capital and also some borrowed capital from other Nattu- 
kottai Chettis. 

O.—Do you not borrow from the Imperial Hank? 

4.—Yes. 

—What is tho rate at which you borrow from the Imperial Dank? 

—Two per cont over tho head office rate. 

.—And you lend that to tho public? 

.—Yes. 

0 .—Do you lend on single signature or joint signature? 

A.—On both. 

Q. —Do you take the money from the parties in instalments or only in a 
lump sum P 

A .—According to the convenience of the parties. 

-How many Nattukottai Chetti money-lenders are there in the city? 
.—Nine. 

.—And MarwarisP 
—Three or four. 

Q .—Is there no difference in the rate of interest charged by the differ¬ 
ent indigenous hankers? 

A.—There is no difference. 

Q. —When yon borrow from tho Imperial Dunk is it on your own signa¬ 
ture or on joint signature that you borrow? 

A. —Formerly it was on joint signature but now I get the money on tho 
security of the shares f hold in the Kalaswar Mill. 

-Are you a director of Kalaswar Mill? 

L.—Yes. 

Q .—Do the other Nattukottai Chettis borrow on single or joint signa¬ 
ture ? 

A .—On joint signature. 

Q .—Have you experienced any difficulty in getting loans from the 
Imperial Dank? 

A .—Formerly the overdraft accounts were settled every three years but 
now they want it to be douo every six months. 

0 .—Do you advance money on house property P 
A.—No. 

Q .—Nor to landholders? 

A.—Yes, I advance to them. 
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.—To small ryots? 
.—Yes. 


0.—Are you keeping an account in any of the nidhis? 

A. —No. The Nattukottai Chettis aro not directors of nidhis. 

Q .—When you lend money on hundis do you deduct the interest in 
advance P 
A. —No. 



Q .—Then how is the interest charged? 

A.—-It is taken for the number of days it remains with us. 

Q. —If the hundi is for two months what rate of interest do you charge? 
1.—We charge the interest for two months at nadappu rate. 

Q .—Are there only two kinds of hundis here? 

A.—Yes, only two kinds, the nadappu hundi and the dharisana hundi. 
Mr. Hum ted Sitlftui Muriatir: Do you lend to tho small traders? 

A.—Yes. 


.—At what rate? 

.—Twelve per cent. 

—For what period? 

—Three to six months. 


Q .—Do they generally settle their old account before they take a fresh 
loan? 

A .—They do. 

Mr. Thomas: What sums do you lend to your clients? 

A .—From Rs. 100 to Rs. 10,000. 

Q .—Do you not lend sums below Rs. 100? 

A.—No. 


Q .—You state in your pro-notes a certain rate of interest, but do not 
insist upon payment at that rate if it is paid promptly. Is that not so? 

A.—Yes, we collect at a lesser rate which is mutually agreed at the time 
of lending. We used to write 24 per cent interest on the pro-note and collect 
only 12 per cent. 

Q .—1 saw a promissory note yesterday where the rate of interest men¬ 
tioned was 36 per cent but it was mutually understood that only 18 per cent 
need be paid. Is such practice common ? 

A.—Yes. But in Udamalpet side that practice is not common, there they 
write only that rate of interest which is to he actually paid. 

0 .—Suppose a man defaults ; do you claim the whole amount? 

A.—Yes. 


O .—Have you sued such parties? 

A.—But generally J try my best to avoid going to court and come to a 
compromise with the party. 

Q .—What interest does the Court award you? 

A.—Sometimes 12 per cent, sometimes 18 per cent and at other times 
24 per cent. 

O .—What minimum rate do you realise on your transactions? 

A.—Twelve per cent is the minimum. 


Q .—In how many cases in the last one year had you to insist upon laud 
being sold for the repayment of loan? 

A.—In some 4 per cent of cases, 

0.—When the land was sold who purchased it? 

A.—We purchase it for the amount of the loan otherwise if the land goes 
for a higher price we do not purchase it but take back our loan amount 
from the sale-proceeds. 

J .—If you purchase the land do you keep it? 

.—We sell it away at the earliest opportunity. 

0.—Do you now keep lands thus acquired? 

A.—One or two. 


S .—Do you know TiruppurP 
.—Yes. 


Q .—Are there many Chettis there? 

A.—Yes, there are about ten or fifteen. 

Q .—Is their method of business the same as yours? 

A.—Yes. 

Q .—Do you lend on pawn of jewellery? 

A.—No. 

Q .—Of your dealings what percentage ia with agriculturist*? 
A.—Mostly with agriculturist*. 
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>.—You do not lend on mortgage? 

-No. 

-You take pro-notes P 
t.—Yes. 

Q.—Where are those ryots fromP Are they from the villages around 
Coimbatore ? 

A. —Yes. 

Q .—Suppose a ryot has not got much land but is honest and hardwork¬ 
ing. Will you lend him money? 

A — Yes. 

0 .—To what class of persons do you charge 36 per cent intereatp 
A .—That rate may be stated on most pro-notes but the actual amount 
collected will not be more than 18 per cent. 

-Do you lend^money to mill coolies? 

1.—No. 

-To clerks in Government offices? 

L.—No. 1 lend most to traders and merchants. 

O.—What dealings have you with the nidhis? 

A .—f have no connexion. 

-You have taken anv shares in them? 

-Yes. 

}.—Have you borrowed money on those shares? 

L.—No. 


t 
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Q. —W T ere any nidhis in which you had shares liquidated? 
A.—No. 


1 


—In how many nidhis have you shares? 
.—Here in two nidhis. 


(The witness then withdrew.) 

The Committee adjourned to meet again at Calicut on Tuesday the 11th 
February 1930. 



528 


Tuesday, 11th February 1930. 
CALICUT. 

Present : 

Mr. H. M. Hood, I.C.8. (Chairman). 

Mr. C. Gopai.a Menon, m.l.c. 

Diwan Bahadur B. Muniswami Natpvxt, b.a., b.l., m.l.c. 
Khan Bahadur V. Hakeed Sultan Maricair FUnra Bahadur. 


MJELRy. Rao Sahib V. K. MENON Avar gal, B.A., Calicut. 


Oral evidence.' 

The Chairman : Mr. Krishna Menon, to what extent are the co-operative 
societies here financing agriculture? 

A. —Up to Rs. 14 lakhs. 

0.—Do you consider the co-operative rural credit to be satisfactory? 

1.—Tt is not adequate and the financing method also is not satisfactory. 

Q .—In what way? 

A. —Although our societies are called agi{cultural societies most of them 
do not employ the funds for agricultural purposes. 

Q. —T gather that the agriculturist who gets the loan in the villages here 
is very often a petty trader. Is that SoP 

A. —Yes. Petty traders are mixed up with the agricultural societies. 

! .—What is the monev generally used for? 

.—A major portion of it is generally used for repaying old debts. 

Q .—The short-term loans are taken and used for that purpose? 

A. —It is only lately that the short-term loans are being encouraged. 

J .—But are they being used? 

.—A portion of the short-term loans goes to the production purposes. 

Q. —At present money is not available for long periods from the co-opera¬ 
tive societies and it is necessary to give long-term loans for clearing prior 
debtsP 

A. —We started with these long-term loans by mistake and the people 
have become accustomed to these long-term loans and it is very hard to 
prevail upon them to take to short-term loans. It is only little by little that 
we are'influencing them to take more short-term loans. 

Q. —Do you think that the bulk of these short-term loans are being gener¬ 
ally used for short-term purposes ? 

A. —A major portion of the short-term loans are being used for produc¬ 
tion purposes. 

Q .—Are they being repaid? 

A.—With very few exceptions they are being repaid. In some cases 
extensions are given. We tried to finance (ginger in a ginger area but 
unfortunately our supervision of these societies _ was not proper and the 
loans we granted were not sufficient for producing the crop. They have 
necessarily to borrow loans from outside and at the time of the harvest 
priority is given to the claims of the outsiders. 

Q .—What loans are required for ginger? 

A.—They require in addition to their own labour, for manure and for 
seed, at least Rs. 60 pef acre. 

Q .—How long is the crop on the ground P 

A.—The growing period is only 0 to 7 months, but the marketing or sell¬ 
ing takes a nttle longer. 

* Tor written evidence, vide pages 118—122 vo| J|. 
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.—The preparation is not an expensive business P 
—No The money does not come to the ryot until the produce is sold. 
.—How long does it take? 

Two or three months 
Q —The loans foi growing ginger would piobably be repayable m about 
ten months * 

A — Tes 

! —What is the security 5 

—We lend on the set untj demanded hj the unlimited societies, with 
two sureties 

Q —You do not lend on mortgages P 

4 —No 

—Is that on at count of the kannm tenure * 

—Crop is the moie impoitant xecunty than the land. 

Q —Who me the people that are geneialh bon owing fiom the societies? 
Aio they the kanamdais oi aie they the subtenants* 

A —Both the annual leaseholders and the kanamdais bonow The small 
landholder also bonow 

0— Do jou mean the janmis* 

4 —Anybody who owns a janmam land is a jarnrn I,t is only the smaU 
janmis who lioi low hut not tile big janmis 

Q —Do iepaj meets of the loans depend on the supervision P 
4— That depends entueh on the piessure that is brought to bear. 

Q —So fai the village societies do not show any gieat amount of respon¬ 
sibility in enforcing the repayments themselves* 

A —The conditions are unpioving of late Within the last one oi two 
seals, the sense of iesponsihility is miproymg 

Q —Ts theie any difficulty in the district bank getting the funds it 
iec|iiires p 

A —Theie is no difficulty 
Q —Are theie consideiable deposits locally* 

A —Yes We haie now a suiplns of Rs 1 lakh which is kept in the 
Madias Central Bank 

Q —What about the other lines of the co-operatiy e movement P Is it 
concerning itself much with inaiketing* 

4 —Lately we are directing out efforts towards marketing and we have 
seuously entered into the husiness of maiketmg aiecanut 

O —Has that been sue cess fill * 

<4 —This is the second yeai of the expeument In the first year we lost 
about Rs 300 hut this year theie is n possibility of making a profit of 
Rs 2,000 or Rs 3,000 

-How is it financed* 

-It is financed by the distmt hank The society purchases the raw 
nuts fiom the inemlieis The law nuts are cuied by a society and the cured 
nuts ate despatched to various centres in the Ceded Districts, Nelloie, 
Anantapui Bangaloie Bownngpet and other places The lailway receipts 
aie handed ovei to us and we pass them on to the commission agents and 
the goods aie piactically in oui custody except foi the weakness m regard 
to the engagement of the commission agent 

1 —What docs the commission agent doP 

—The commission agent sells tne nuts and remits the money in the 
hank and oui agent is always h\ the side of these commission agents watch¬ 
ing the sales As soon as the goods are delneied to them we take a receipt 
from them and that is the only security we have at present But we see 
that substantial commission agents aie selected with the help of the local 
cential hank whose advice we ask in the matter 

Q —Why cannot the co-operative societies sell directly instead of through 
the commission agent? 

A —If the co-operative societies sell direct how can we finance them* 
We want the possession of the goods because that is the only security which 
the district bank is prepared to accept. 
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J .—You mean that they are being sold on crodit P 
.-—Yes. 'Within fifteen days after sale the commission agents make the 
payment. 

—-The nuts are being sold at fifteen days’ credit while the bank has 
K advanced money on those nutsp 

A.—Yes. About 70 to 80 per cent is advanced by the bank. The direc¬ 
tors consider that some more security should be taken. 

Q .—After the nuts are put on rail to whom is the railway receipt handed 
over P 

A. —It is handed over to the hank, booked in the name of the hank and 
we have got our agents both at the place where the nuts are purchased and 
at the place where they are sold. 

Q .—The documents are sent to vour agentp 
.4.—Yes. 

O.—Are the goods consigned to him p 
A .—The goods are consigned to self. 

Q .—To whom arc they endorsed p 

.4.—To our agent who hands them over to the most suitable commission 
agent. Generally three or four commission agents work in one locality to 
create competition in the sales. Suppose goods are despatched to Nellore 
and there are ten or twelve commission agents dealing with nrecanut. We 
will select two or thiee of the best of them 

Q. —You consign your goods to your agent in Nellore nnd lie hands them 
over to the commission agent with a hill nnd he gets the documents on 
acceptance. Is that soP 

A. —On receiving the goods the commission agent gives ns n receipt. 

Q .—His trade is carried on on credit basis P 
4.—Yes. 
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-Your agent in Nellore cannot sell himself? 
-He cannot Bell. 


J .—Where does his financial responsibility conic inp 
.—Generally a solvent man is selected as a commission agent. 

0.—What about the timber trade? Where doc's the timber come fromP 
4.—From the Western Ghats. 

-Is it all Government forest? 

1.—Private forests also exist. 

>.—It is sold on the BpotP 

I.—The man who brings the log to the market obtains the right from 
the landlord to cut a number of logs at a certain royalty. 

O.—Is that not the case with the Government forest also? 

A.—Yes. For so many cubic feet so many rupees will lie paid to the 
landlord and the man who pays the money will get the right to fell timber 
in the forest belonging to the man. 

-Where does the money come fromP 
l.—The rich ones work on a portion of their own capital nnd the smaller 
traders entirely depend on borrowed capital. 
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.•—From whom do they borrow P 
.—They borrow from the local shroffs. 

.—Are they MultanisP 
.—Yes. 

Q .—On what terms do they lendP 

A.—Generally about 3{ per cent more than the Imperial Bank rate. 


-That is a cash credit or short-term loanP 
.—They do not give cash credit. They take only three months’ biindis. 

.—Where does ho get his money fromP Does he discountP 
,—He discounts in the Imperial Bank. 

O.—What is the security for the hundiP 

A .—The local position of the man who draws the biindi is the only secu¬ 
rity and no other security is needed. 
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,,—it is drawn on tlio prospect of the business? 

1,—Yes. Ii a man is reputed to be a fairly big dealer tlie Multani allows 
a higher latitude toi bon owing. 

Q .—At the time the hundi is diawn there is no actual transaction which 
takes place P 

A.—He draws the hundi and takes the money from the Multam. 

J ,—That is the beginning of the business P 
.—Generally the period of three months is not sufficient for realising 
the money from the sale oi timber. What takes place is that he has got 
accommodation with three or four Multanis and when the peuod with one 
Multani expires he borrows hom anothei and pays the hist man and thus he 
prolongs the whole credit. 

Q .—What happens attei the timber is ultimately biought down to Cali¬ 
cut P 

A .—There are lnnlier meichants here who punha&e the timber brought 
down. 

J .—Does he sell the tiinliei foi cash? 

.—He bells it mostly for cash and sometimes he takes liundis also fiom 
the purchaser. 

O —What about the merchant who buys tlio timlierP 

1.—The timliei merchant who has setuied an order for thousands of cubic 
feet of timber puichascs the timber conveits it into the proper size and sells 
it and pays the amount. 

J .—Is that done on his own capitalP 
.—Only a poition lielongs to him and the lest of the money is borrowed 
(apital uiul lie diaws a hundi toi the amount. 

Q .—There is no actual pledge of timber? 

A —That does not exist. Genoralls if the man is not solvent the seller 
insists on lull payment but ii he is a solvent man, the seller takes a portion 
ol tho money and tukes also a hundi. in some cases lot the whole amount 
a liuudi is taken It all depends on the solvency oi the party 

0 —Tho hundi is based on the contiact ol sale? 

A, —Yes. Sometimes those who have got money pm chase these logs of 
timber and keep them till they me able to get highei prices alter Die floating 
season is m ei 

Q ,—Is that done with then own capital - ' 

A. —That ulso involves boil owing and those peisons who have got a very 
large credit with the Multanis do this business. 

—They cannot boriovv tluough a hundi P 
..—They can. 

!.—They take the hundi to the lmiieual Bank? 

L,—Yes, it is discounted there. 

Q .—At what rate do they discount? 

A .—It is 4 per cent oi l pci lent lowei than the lending rate ol 
the Imperial Bank. 

0.—Is it Die same case with the coconut Abie also? 

A.—Generally, the coconut yam is exported by the export firms like 
Messrs. Pierce Leslie. 

Q .—How does it get to the firm? 

A.—The firms enter into a contract with the big dealers to supply a 
certain tonnage at a fixed rate. Aitei securing that order the big dealers 
go and purchase from the smaller people who prepare this yarn. 


J .—Who pays tho actual pioducer? 

.—Here also the hundi plays an impoitant part. But sometimes the 
export firms give some money to the reliable bigger dealers to whom they 
give the contract and these in their turn distribute the amount to Dieir 
sub-dealers. But that is generally not sufficient. The full amount is not 
given by the export merchants. They have got some capital of their own 
and they take some money from the export firms and they also draw hundis. 

J .—The hundis are used by tho MultanisP 
.—Yes. But there are also two or three Brahmans who do tfae same 
kind of business. 



—They also use the same type of hundis? 

L—Yes. All these hundis are payable three months after. 

Is it three months after date or after sight? 

.—Three months after the drawing of the hundi. 

—Do they bear interest? 

L.—Yes. 

0 .—Is the rate of interest fixed? 

A.—It is generally 31 per cent above the bank rate but in some coses it 
i np to 15 per cent even and the interest is dednrted in advance. Suppose 
ltJO is borrowed on a hundi; the interest for three months is deducted 
in advance and the balance alone is given to the merchant who draws the 
hundi. 

Q .—The Multani takes the hundi to the Imperial BankP 
A. —Yes. It is the Multani who discounts the hundi in the imperial Bank 
which does it on the joint security of the Multani and the merchant. 

).—The Multani gets a 31 per cent reduction in advance? 
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Mr. Gopala Menon: What is the usance of the hundi? 

A.—Three months. 

The Chairman: Is the rate 3J per cent above the hank rate? 

.4.—tieneially it is 31 per cent but in the case or \err reliable Maruuits 
only head office lates are charged. 

J .—Is that rate ot interest stated in the hundi? 

.—I think so. I do not know myself. 

Q .—There are no Chettis involved in this business? 

A.—There are very tew ot them here. The A. L. A. R. Bank is a Chetti 
bant. 

!.—Do the other banks finance this business to any extentP 
-These hundis are accepted by the Nedungadi Bank. 

O.—But that is done through the Marwari hanker. The merchants do not 
go direct to the banks. Is that not so? 

A.—I understand that sometimes the discounting is done by the Nedun- 
Bank and the Nedungadi Bank also rediscounts it in the Imperial 

Q .—The banks do not lend directly without the intervention of the 
hundis? 

A.—Not, except in the case oi pledge ot jewels. 

—The banks do not discount the merchant’s bill? 

-The merchant’s bill is seldom discounted without a middleman. 

-There are a number of local banks? 

L.—Yes. 

<i -—They will not directly go to the merchants without the intervention 
of another hanking house? 

A.—My opinion is that there is always an intermediary between the bor¬ 
rower and the bank. 

0. —You cany on your own business? 

A. —Yes. I do not borrow from the Marwari. I have got accommodation 
in the Imperial Bank. If we go to the Marwans we are finished. The 
Marwari is a general term. 1 think the Multanis and Marwaris are all the 
same. Here there are seven classes. I do not know exactly the diffe rence 
Q --—Do you think that if you go to the Multani or Marwari to finance 
the timber or coir trade it makes the business definitely more difficult and 
precarious? 

A.—The margin is always very much less. 

Q .—Have you got any experience of the nidhisP 
A.—I have no experience. 


J .—Chit funds P 
.—We have got some kuris. 

.—You had some experience of them? 
.—Yea. 
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—Do you coubidei them as a sound a ay of sa> ing ? 

of Ms' 


-It is the only way of saving in the mtei 101 of Malabar 
Q .—Can you give us anj idea of the numliers'' 

A —J do not think theie is a single inhabitant in Malabai who hat not 
joined tiie kun 

I—What is the ordinalv time foi a hum' 

—One year, two years and fue teats 

O —Membership <* 

A—That depends upon the duiation and upon tlic ticket It dcjiends 
upon the total amount and duration 
-And also the kind of prise 3 

—Yes The puse chit was the fashion but it is licing leplaeed In 
auction system 

Q —Are theie sn.inv big ones' 1 
A —Yes , up to tnenty thousand 

Q —Mailt of them ? 

4—I think th.it theie will lie tlnce 01 ioui in Malabai aheie the puae 
umounts to Ks 20 000, h\e thousand, a laige nuniliei and sums lielovi Its 200 
and Its dOO toini the highest numhei 

> —The bulk of them 3 

—The total amount tan be obtained bv casting lots 
Q —And those me monthh * 

I —Sniallet amounts aie montlih , the Inggei aiiHinnts avoiding to Ui< 
hat vest if thei are landlords If thei are officials it is getieialh monthh 
-Aie theie thousands oi them J 
—A veiy laige number 
(J —Is theie much of swindling 3 

1 — Latterli it has Iieen plat eel on a \ei\ legal basis The propnetoi 
»ho conducts the kun has got to iumish a setmiti 

1 —What is Ins name 3 
—‘ Kunmoopnn ’ 

-He is the piomoter-' 

-Yes 

Q —And he furnished secuutx foi the ineniliers? 

A —Yes 

Q —Am I i iglit in sac mg tliat liecause he w ants loans lie is conducting 
tlio kui l 3 

A —He nauts money at a lower late of mteiest 
1 —They ninj lie peisons a hose riedit is not very high r- 
. —We have got eery substantial people conducting it 

0.—Why do they do so? 

A —Supposing a landloid lias got a debt of twenty thousand rupees he 
furnishes a security and conducts a kun and dears the debt. 
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Q —What late of inteiest does he pay i 
A —Geneially 12 pei cent , veiy big an 


amounts 9 pci cent. 

0.—On landed piopeitj ? 

.1 —8 to 9 per cent 

0.—What is he paying il he gets liom a kunP 
A —He gets the whole income He takes the initial collection. 


0—A share of the subset lption? 

A.—Very seldom , no share in big kuns. Tile interest m the big kuria 
is the compensation foi the piomoter of kuns. 

Q —He does not get a shaie of the balance after the subsequent instal¬ 
ments are put m auction? 

A.—Three thousand is collected initially. Three hundred or five hundred 
is set apart for expenses , three hundred for interest for those who do not 
get in the first time. 

Q -—If it is an auction chit there is a further balance P 

A.—That is distributed among those who do not get. 
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0 .—Do you think that they are increasing in ntimW? 

A .—1 think there is a set back also in the minds of the people. They 
think it a troublesome business. 

’ Q. —These things are very largely developed for lack of communication? 

1.—I think so. Nowadays people are reluctant to join the kuris on 
account of the troubles. 

9 .—Do you think that it is necessary to encourage the formation of 
kuns? 

.1.—Formerly the banks were not in existence. They had no chance of 
getting cash anyway except by means of this. As the banks develop there is 
a set back. 


Q. —If the co-operative societies and also a number of joint-stock banks 
develop is there any necessity to give any facilities for forming kuris? 

A .—Somehow it has got a stronghold on the people. I do not think that 
the country will be affected by stopping it. 

'Q .—What will happen if the Government simply does nothing—neithei 
encourages or discourages P 

.4.—In certain cases it does some useful work. Suppose there is in a 
house an elderly woman. She has got more than half a dosen children. 
She goes to her neighbours and asks them to subscribe live rupees per month 
and purchases a cow. She has no credit anywhere. She cannot borrow. 

S .—To that extent is it a precarious business? 

.—In this case no document is necessary. All is verbal and all these 
are correctly observed. 

Q .—Does it not follow that there is considerable risk and that sho will 
not pay back the money ? 

A .—Very seldom ; thcro are rases where money is lost also. 

. Q.—Do you think that with the development of other forms of banks this 
would bo curtailed:-' 

A.—Big kuris will stop. Small kuris among the working classes will 
continue. 


'■—Would it be possible to control them effectively in any way? 
..—It is left to their will. 


9-.—Suppose that registration and maintenance of accounts are insisted 
on with the provision that, if they fail to do so, no court would take cogni¬ 
sance of any suit on behalf of it? 

A.—There should be the minimum. They must have complete lilierty to 
borrow a certain minimum. That is one way of saving money among the 
poorer people. Big kuris are also troublesome. 


9-—Another suggestion has been made that they should come under a 
controlled audit system? 

A. —In some of the kuris they have no accounts. 

9-—Abuses are so frequent as to demand some interference bv a nublic 
authority? ' r 

A.—At present all big kuris are started only after the security is 
on to the members by the starter. In olden times it was not so. 


9 .—Do you think that control is necessary? 

A.—in these cases control would be necessary. Anything above Rs. 200 can 
bo controlled. 


Mr. Gopala Menon: You state with regard to these kuris that strict 
control is necessary. I want to know which are the different kinds of knris 
or chits that is prevalent in Malabar F 

, A.—Dne is by trying the luck by actually casting the lot, i.e., the Naruku 

Kn ”-. The other is the auction system known as the Lela kuri. Ther e is 
a third system also which is called the Salary kuri. In this the man who 
conducts it takes a remuneration over and above the interest he is able to 
get on the amount collected. w w 

Q .—Is there any other kind? 

, i* the prise kuri also. It is the most objectionable kind of 

kuri. It is a later development and him come into existence during the last 
Iwyircars only and a large number of such kuris are run in the city of 
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Q.—You mentioned a little while ago of a kind of kuri by which an old 
lady took a sum ot' money for n special purpose. What is the name of that 
kuri? 

4.—Of casting lots? 

Q .—Js it not what you call Sahaya knri? 

I.—That is a little different. To give an example suppose there is a 
domestic calamity in my house and my total expenses for that calamity 
is Rs. 200. I call twenty persons and request them to contribute Rs. 10 each 
and thus I get the Rs. 200 T want. There is only this one payment and after 
that it is discontinued. Subsequently this amount will be paid by me at the 
rate of Rs. 10 per month to the persons who have contributed. 

Mr. Munitu'ami Nayvdv: There is no interest? 

A. —No Interest. 

Mr. (lopala Me.uon: Is there any legal obligation imposed upon the 
individual to pay? 

A. —I think if the matter conies to court he will be compelled to pay. 

Q. —When the party contributes, is it done with the idea that he will get 
back the money? 

A. —There are also classification in that. There is one kuri called 
‘changathi kuri’ or friendship kuri changathi' means friend) the amount 
of which is collected from friends and companions. Tn that no repayment 
is expected. 

Q. —Tn snhnya kuri also T understand there is no obligation to repay on the 
part of the person who takes the money. Do you think that the party is 
expected to repay? 

.4.—Yes, the party is expected to repay and in some cases even a regular 
list is made up and given to the parties as to who will he paid and at what 
time, say, the fifth month, the third month and so on. 

The Chairman: Tn that ease the benefieiary repays as he thinks fit? 

A. —Yes. Tn such kuris the amount is alwnys repaid. Tn not a single 
instance has there been no repayment. 

Q .—It is a debt of honour and not charity? 

4.—It is a debt of honour only. And the understanding is that when 
a similar occasion arises in the other man’s family all this must he repaid. 

Mr. GajMiJa Men on : Is there not another kind of kuri called ‘ payat kuri ’ 
or ‘kuri kalvanain’? 

4.—Yes, it is more or less similar, hut in this case there is also n feast 
celebrated on the occasion and all the j>ersons who come to that contribute 
money. When a man is in need of capital he says he is going to perform 
a kuri kalyanam. This is also n debt of honour and repayment will be 
effected. 

Q .—Then is there not the combination of the naruku kuri and the lela 
kuri? What is that kuri called? 

4.—Suppose there are ten persons in a kuri. At the time of the auction 
nohody wants to bid. Then naturally there is only one option and that is 
to cast lots. So if in an auction kuri nohody bids for a lower amount at 
the time of the auction, then ns the only other alternative lots nre cast and 
this is the combination of the lela kuri and the naruku kuri. 

Q. —So in all we hnve got the naruku kuri, the lela kuri. the prise kuri. 
the changathi or friendship kuri, the payat kuri or the kuri kalyanam and 
the sahaya kuri? 

4.—Yes. Modifications also there arc according to the ingenuity of the 
persons. 

0 .—Will you explain to us the system adopted in Calient with regard 
to the prise kuris. say, where 1 there are .100 tickets of Rs. 5 to he paid 
each month? Do they draw all the .100 tickets? T understand that they 
draw only the first 60 tickets for 60 months? 

4.—Yes. 

And man who gets the lot is given Rs, 100 and he has not to 
pay anything more? 

4.—Yes. 
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Q .—What happens on the 6Lst monthP There ere 240 people left!* 

1.—All oi them are paid the actual amount they have paid pin* a 
small sum, say, 8 annas just by way of interest. The interest m this kind 
of kuri comes to a very large sum. 

<j.—1 was told that a person who conducted the kuri repudiated pay¬ 
ment of the pnae kuri in some instances after the 60rth month. Is that 
true? 

A.—This prise kuri is the most outrageous and Jots of people are being 
swindled. 

Q. — In a kuri like that whnt is the obligation on the part of the staitei 
to pay the money bock." 

A .—The man collects u very large amount and li he declares insolvency 
then tho whole money is lost. 

0. —Do you think that priae kuns should be stopped? 

.4.—This soit oi kun is the most objectionable and must be put down 
This is merely swindling people. 

Air. Afunmimitn Xm/iulu. Do the courts recognise such kuns? 

.4.—I do not know much about that. 1 think some live oi six years ago 
the High Couit said that it was illegal and some twisting took place in oulei 
to make it legal. 

Air. (Jopata Me non: What 1 wanted to know is, does it partake ol the 
nature ot a raffle" 

A .—1 think so But it differs from that in so much ns the mteiest is 
not accounted foi. 

Q .—Your objection in the case ot pnse kuns is only in the case ol indi¬ 
viduals, but there aie some public and chantublc institutions running 
raffles. Do you object to that" 

.4 —Raffles 1 do not object to. 

Q .—But this prise kun partakes the nature ol a laffle and theieioie 
you object" 

A .—In the raffle the pnncipHl is not paid hack. In the case of the 
raffle all the persons do not get whut they nave paid but only a lucky few. 
In the case ot a pnse kuri we can expect the pnncipul to be repaid. 

Q —Do you think that the stai ter ot such a kun should lie asked to 
furnish a deposit." 

A.—This kind of kun I think should he uliolished In the case of 
certain charitable institutions raffle may seive a puipose. 

,—So pnse kuns must lie abolished in youi opinion' 

.—Yes. 

Q. —Do you think that the naiuku kun and the lela kun can lie con¬ 
demned as a whole." 

.4.—No. 

Q. —Do you think it is a piudent and lienefiual arrangement? 

.1.—Yes. It is an old institution and is serving a useful puipose. 

O.—Because vou think each party secures a benefit by it" 

A.—Yes 

Q. —And each in his turn gets the money ? 

A. —Yes. 

Q .—And thereioie that need not lie interfeied withP 

A.—Yes, except in the case of kuris for very big amounts where tlieie 
should be sonieliody to see that it is properly conducted. 

Q .—Do you think that the whole thing should be brought nndci legis¬ 
lative control? 

A.—-Some control is required. 

Q .—Do you think that a maximum time should bo fixed for the duration 
of a particular kuri? 

A.—It had better be left to the genius of the people nnd their circum¬ 
stances. 

i.—You do not condemn the kuris as a whole? 

__ -No, but there should be somebody to Bee that it is conducted pro- 
perly and that nobody loses 
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Q. —Now, coming to your written evidence you say that the Government 
loans are very few and the ryots are unable to procure them. There are the 
Agricultural Loans Act and the Land Improvement Loans Act. Are not the 
ryots getting any benefit under them? 

A. —Tt is not doing any material benefit to the people. There are a 
lot of impediments in the way of getting money. 

Q .—Are they not popular''' 

A .—Nobody gets it in time. 

Q .—As a remedy you want land mortgage banks to lie started in every 
convenient place. Wlmt do you menn by convenient place, is it m every 
taluk? 

.4.—Yes, in eveiy taluk. 

Q. —In your written evidence you say that the ryots are heavily involved 
in debt and there is nothing left with them. How nre you going to retime 
the ryots from their indebtedness even i( yon have a land mortgage bank 
in every taluk? 

A.— The indebtedness is due to the fact that the rvot is not getting 
wlmt is due to him; there is somebody to take away the portion that belongs 
to him and so long as this continues, indebtedness will go on increasing. 

Q .—Do you mean that the sow car’s loans should be paid off at once by 
the land mortgage hank'-' 

A .—It is not possible to dear the debt in that way. As the prosperity 
ol a country increases its debt also will increase. It is this way: suppose 
thorn is a tnrwnd pioperty which is involved in a debt of about Its. 2,000 
or 11s. 0.000. If one or two members nre Illinois and by the time they 
become majois if the debt is noi cleared the property may be lost, fn 
such cases to liquidate the deht the land moitgngc bank <nn advance 
money. 

Q. —So. von advocate ilie repayment oi old debts in rml\ deserving 
cases 0 

.1.—Yes. 

Q .—What is the secuiitv the land mortgage bank will have for the loan? 
You sav that the loan on the land is already more than w-hnt we can ndvnnre 
upon it 0 

.1 —All the debts in a village cannot bo wiped out by a land mortgage 
bank. Only in a few deserving cases. 

Q .—What is the proportion ol debt that a land mortgage bank can 
liquidate? 

.1.--About half, not the whole any wav. The indebtedness must incrense 
in a country. Suppose you cultivate the land intensively, thnt will mean 
additional expenditure. High rates of interest arc now charged for bor¬ 
rowings. If lower rates are charged and easy payments arranged, it will 
ennhie them to repay in deserving cases. 

Q .—At present what is the financial agency in the rural parts to finance 
the agriculturists 0 

A -GenernlK well-to-do people lend monev. 

(f .—At what rates 9 

4.—12 to 18 per rent for small transactions and 8 to 10 per cent for 
fairly big amounts. Tho latter is the usual rate. 

Q .—Can the small man afford to pay such high rate of interest? 

.4.—Tt is too much for him. 

Q .—Wlmt is the lemedv 9 At present the ryot borrows through inter¬ 
mediaries who borrow from hanks. Wlmt is the method by which we can 
avoid that? 

.4.—At present there is no system by which the agriculturists can lie 
directly financed except through the co-o)>erative movement. 

Q .—Is it your idea that co-operative societies must be started in every 
village? 

.4.—Certainly. 

0-—Can the co-operative societies alone replace the money-lenders? 

A.—Tt will lie possible if you work them very successfully. But what 
length of time it will take I enunot say. It is possible. 


68 
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Q. —The ryot purs a high rate of interest because of the scarcity of 
capital. Do you think that if we divert the money into this channel the 
rate of interest will go downP 

A.-— 1 The rate of interest depends on two factors, insufficiency of capital 
and insufficiency of currency. 

Q .—Can we keep down the rate of interest by the simple economic law 
of demand and supply ? 

A. —We can keep down the rate of interest by mobilising the agricul¬ 
tural classes and helping them to help themselves. 

Q .—Have you any idea as to how much money is raised, say, in a parti¬ 
cular village, how much is taken away Irom the cultivator and what is 
the margin he utilises for himself P 

A.—TIki actual cultivator never gets a good margin alter paying rent 
and meeting cultivation expenses. That is the cause ol the roots’ indebted¬ 
ness. 

Q .—The ryot is the hackhonc of the country, fie contributes so milch 
to the exchequer h.v way of land revenue. Do yon think that he gets in 
return any adequate benefit? 

A. —He gets only a small return. According to the present methods oi 
administration the town gets everything and the country nothing. 

0.— Why? 

A .—Because District Board members, Legislative Council members and 
others belong to the towns and they look more after the towns than the 
villages. 

Q ,—Why not the ryot make representation ? 

A.—No, because of want ot education, want nt knowledge about Ins own 
rights and want of organization. 

-We want to find out a method by which we can hit the ryots up? 
My suggestion is this: excepting the co-operative satieties there is 
no agricultural financing system at all. That must he created. The in¬ 
operative societies would have been sufficient if they had all been efficient, 
but unfortunately that is only a small traction ol the population. 

Q .—Do you think that the villages have got proper facilities Jor culti¬ 
vation ? 

A. —There is necessity lor improving the menus of cultivation and also 
irrigation works. He must also have sufficient facilities for commanding 
credit. 

Q. —Do you mean to say that he pays the revenue anil does not get in 
return sufficient in the way oi rural sanitation, watci-supply, irrigation 
facilities and education? What is it due to-* 

A.—It is duo to want of education and co-ordination between the different 
departments. Suppose a ryot wants to dig a well, then lie has to approach 
the Collector, and for the finance lie has to nppronch the revenue officials 
under the Land Improvement Loans Act. Then he has to apply to the 
Agricultural Department and for the necessary pumping installation to bale 
out the water he has to approach the Industrial Engineer. 

Q. —Is there then no co-ordination lietween the Collector and these 
district officials who are looking after the different departments? 

A.—No. 

Q .—Do you think it is necessary to bring about co-ordination by monthly 
meetings between these officers? 

A.—Yes. He should understand the work of the different departments. 
It would he very good if a regular programme of work is chalked out for 
the district and the different departmental officers help the Collector 1o 
carry out according to that. Now the Assistant Director of Agriculture 
looks only to his superior for instructions and guidance and so on. Thnt 
should not lie. There should be a district association with popular repre¬ 
sentatives on it and they should make proper representations. 

Q.—Do you think that the ryots will then be able to assert themselves? 

A.—Yes, they will he able to make themselves understood, Now they 
do not know where to make the representation. 
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Q —With icguid to maiketmg you give au instance wheic a man Ikw 1 - 
iuks lib 25 and ec cntuully lias to pin Jts (>(l it lie did not meet the liability 
ou the due date Poes the m.in know 01 the man who sells it through the 
to-opoi dtire soueties know when the goods are sold the maiket pi ice of 
the article 1 ' 

A —At the tune of sale the maiket pine is not settled and nobody knows 
it. 

(J — Is the pints who advances iiumci tying him down to a certain rate? 

A —He will puichase it loi some amount less than the maiket late 
(,>—Is tlieie no wav liv which the lyots 01 the whole commercial people 
can be told the maiket lates ol the dilleient ailules' Can we devise a way 
hv which it inn be done'' 

A —These inaiketing legulatioiis will lie veiv good 

(J —Is tlieie no siuli agents in existence in Malnbai * 

4—Nowlieie maiketmg facilities exist in the Presidency 

Q Do von think tlieie should be u method hv which the piico oi the 
aitnleh should be published in the veinaiulai and in English < 

1 —Yes 

(}—How will this inlcumition icacli the ivots in the villages’' 

1—Hv entilisting the wenk to non-olhiials 

(J — What I w cut to know is in what wav tan this in lot illation lie distu- 
buted to the v ill igei * 

A —hoi instance I u uppiii is not a town but onlv a village and yet the 
ivot knows and evcivbodv knows the pucc ol cotton Tlieie should lie u 

Maiketmg Hoard and tlicv should puhltsli the puce in the inaiketing centre. 
Tliev should collect the in ten illation in the intci ioi 
O — But m the village tliev know veiv little' 

/l- In Bombas Picsickniv and in the Centinl Piovnues these Maiketmg 
Uoaids aie winking veiv well 

(J So vciu want then a buicau of uilmiuatioii' 

1—5 c-s and then should enable the ivot to maiket Ins pi educe without 
anv liaucl lieiug plaveil upon him 

0 —5cm know tlieie aic eo-opeiative institutes stalled in dilleieiit paits 
of the Piesideucv ' 

A —Yes 

(J —You know tlieie tliev aic tiinning men in imuketing book-keeping, 
and unpiul inslinction in othei commeiual subjects f 
4—Yes, we aie tiving to do it 

< t > — Do vou think tliiougii that agemv we can collect thib mioimatiou 
and pass it on to the cential buican ol mien million P 

1 —The inloiuiation should be* lollccttil tlnough Government Tho 10 - 
ojiei alive elepaitment without the help of the ulhuuls will have no tunds 
loi collecting the lnloimatioii 

Q- Wo want to <o-otdmatc the village agemv with the cential buieuu 
oi miniimition Is it possible to do it’' 

A —All this inlormation will have to come tiom offuml souiceb 

(f — You say that the ceiitiul liuieau of iiiioiiuation has to get the prices 
idling in othei putts ol India also Hut what 1 want to know is liow to 
fullest tho pines idling in the nual iiicum' 

A —In all maiket eenties a hodv oi non-oiUcials will lie constituted into 
a hoaid of which the gioweis must he the majoiity and they will furnish 
all these inloi motion and iii that the co-oi>ei ativ c societies must play a 
pionuneut pait 

V—Do you think that the institution must be utilised lor this workP 
A,—Yes The ivots now sell then piodute even beloic the crop is formed. 
That we will have to put a stop to by giving him credit After thus 
securing ins produce, if we know wheie the most favourable market is and 
when the price is likely to use, we can easily sell his produce and get our 
loans lecouped. For this purpose a bureau of information is quite neces* 
saiy and if we do that, this will help the aguculturist much. 



Q —You theiefoic ilunk that an officui ioi maikcting is necess.li> J)o 
jou want two officer 01 onlv one-' 

A —One offieei will do, and he should ho attached to the Co-operative 
department. 

Q.~ You know that theie is going to he an ofhtei to be attached to the 
Agiicultui.il Depaitment ioi the pui post Do sou not think that he can 
do all the woikr' 

A.— So, L think that offacei should he attaches! to the Co-opeiative 
depaitment onlv 

(j —We weie told thut some of the < o-opei atn e societies .lie l cl using 
to finance the luutkeiing of pioduce oil account ot the roots’ pnoi indebted¬ 
ness Do jou think whetliei it will lie possible to leducc then indebtedness 
to anj degiee 1 ' 

1 —That is -difficult II a not lias got a debt ah cuds and we lend, wo 
base nothing to seuite the ciop oniselles Tile othci cieditois as soon as 
thej get deciee iioin the couit, attach the pioduce and take it awnj 
I think some nincmhnent ol the Act is attempted now ten securing the ciop 
bcioie giving ciop advances 

Q —Do sou think that ample facilities e\ist lcn the tinnsmission ol 
inonev loi the ptople horn the niteuoi to tlu town iii.uhet** 

4 .—Veij little facilities exist nowadajs 

Q —How tan we then unpiove the tiansmittnig huddles'* 

A—Mv idea is that it must lie dine at pieseut tlnougb tlu Govtin- 
ment institutions or bj cu-ordmuting the activities oi the vuuous joinl- 
stock banks and co-opei ntiv e institutions 

(J —Jt is not possible to <o-oidinate the activities ol these institutions 
lininediatelj ihe co-opeiative s<«icties do not exist in nlinost eveiv village 
How can no then manage with tlie piesent agciicj to get the 111.1x111111111 ol 
lucilities loi ti dlismission ol iunds - 1 

A —bupj*ose a co-opeiative cential bank wants to send moiiej to a c o- 
opeiativo societv 01 vice veisa instead oi sending a diatt bill ll the bocictj 
issues a cheque and it tlieie is some undeistanding between the co-opeiutm 
institutions and tho joiut-stock banks, that the cheques diawu bj eithei 
ot them should be accepted bj both with certain conditions loi discounting 
etc , the difficulties lor the tiansimssion ot tunds can lie oveuoine 

Q —But 111 cases the joint-stock banks do nut accept and come to uiij 
dgieoment to such a pinposul then how can >011 solve the pioblomi* 

A—Then the bills should lie accepted by tho Government tionsuiios 

(J —You theieloie suggest that ticasunes and co-ojieiativc societies 
should take up the woik and co-opeiato 111 then activities i 

A. —Yes We have now some lucilities, but it is not veiy efiective The 
laulitj attended to co-opeifttive societies bj tieasuues is not veij effective 
1 will give an instance at piesent Sujipose there is u jnovision m the 
Co-ojieiative Societies Act that the collection of the debt can lie done by 
the levenue authorities. Suppose the Revenue inspector collects the amount 
lie passes it on to the sub-tieosui\ Tho sub-tieasuiy gives the mfoimatiou 
to the tieosuij That involves a good deal ot delay before the amount 
leaches the co-opeiutive society Tlie only thing that we do at present is 
to sit togethei with these tieasury officers and have the thing done In 
order to remedy thebe defects, the local treasuries must be made us a branch 
for tiansuussion facility 

Q .—Suppose you anauge that, can you do a good deal of book adjust¬ 
ments afteiwaids just like tho merchants who aie doing now between their 
head office and branches l 1 

A.—Yes. 


Q.—You theieloie think that book adjustments will be developed and 
transmission of money may be facilitated through the existing branches 
ot the joint-stock banks, co-operative banks and the tieasunes and with the 
help of the Imperial BankP 
A.— Yes. 



C.—Have repayments been fairly regular with such people? 

A.—Not regular. 

Q .—What is the reason? 

A .—The reasons are many. First, they do not know that there exists 
a society at all. They are so illiterate and are under the impression 
that the loan is given to them by Government and they can repay it at 
any time they please. The literate portion of the people think that they 
are the masters of the whole situation. They take a great portion of the 
societies’ money and misuse it. In some enses they borrow money for clear¬ 
ing off prior debts. These and other various causes account for the irregular 
repayments. 

V -—Ho you think that having regard to the cultivation in this part of 
the country and the income that they get out of their produce, the repay¬ 
ing capacity of the ryots can be improved if they are more industrious and 
more businesslike? 

A.—In many cases the produce is not sufficient for repaying except when 
it is supplemented by additional incomes from sonic other properties which 
the borrowers might possess, such its buildings and trees. Some of the ryots 
depend upon the support of their relations who might lie officials for re¬ 
paying their loans and a major portion ol the deficiency is made up by the 
produce out ol trees. Trees are gcnerully the most profitable here. 

Q- Therefore, given proper organisation and educated properly to realize 
the responsibilities of meinlicrship, do you think that there is a very good 
chance ot co-operative societies proving of immense help in financing agri¬ 
culturists in Malabar? 

A. Yes, they will Ire of immense help to them, and thev have already 
done much towards that end. 


y.—Do you think that the janmi money-lenders could be replaced by 
co-operntive societies in course of time? 

A■ 'Yes, »e can certainly replace them, if we arc sufficiently organized. 

0 .—You udvocute land mortgage banks for lauds lor long-term credit? 


n V le, i e uny <*“««• with rtgard to the tenure of land when 

the land is to be mortgaged with the bunk, undor the present system oi 
kanoins m Malabar? 

A.—i do not know what security will the land mortgage bank take in 
regard to the property of the konomdar, because he is only a leaseholder of 
the land, for a certain fixed period of years. 

Q .~The kuuomdar has got some interest in the land at end of his 
tenure, that is to sny he is entitled to the kauoin amount. Tliut amount 
will bttiml u» security tor the land mortguge hanks, 

A. Hut there is still another difficulty that nresents itseff here. The 
refor «•’> .being entitled to the kunimuluis at the 
tune of ousting ib not always a reliable thing, far the kanomdurs nay the 
amount at the time of executing the lease- to the landlord Z a^uarwiW 
that they would make such and such an improvement in the hind If this 

a?the^thne of V "*m-nVc °knnoui aniou, 

^'Zfw?i „ th0 ,alItllor d» borrow from co-operative societies? 
societ^ y “ ^ 8m “ il nUmtH,r of ]ullc *birds come to the to-oper.tiv. 

y*' rB Baril to the indebtedness of the big juumis do vou think il.ut 

co-operative societies can help ? “ J ’ ut> y° u tUluK w»t 

A- No, not even the laud mortgage banks. 

Q; With regard to marketing you refer to want of f»<.u;i;~. , _ 

vss&iZ ~ ■*«»**'• 

by the local bodies. 60 tor ,0 «» and communications 
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Q ,—Do you think that there is sufficient cooperative spirit in the 
villages and that it will grow if the co-operative societies multiply® 

A.—Yes. The progress of co-operative movement and the development 
of cooperative enthusiasm and spirit among the ryots depends very largely 
upon tne leaders. They should explain to the rxots the various advantages 
of the cooperative societies in a most convincing nay and if all this is 
done, the villagoi-s a ill renllv take some interest in the matter. 

Q .—Do you think that oo-opeiativc societies can lead m the direction 
ol creating the spirit necessary in the villages® 

.4.—Quite so, but I may say that our own houses must be put into 
order. At present onr house is not in pioper order and that is the difficulty in 
undertaking cooperative piopagandn. Co-operative societies have done a 
great deal towards ameliorating the conditions oi rvots and the movement 
is hound to succeed it handled c-nrefullv. 

Q .—With tegai d to marketing you told us that a lnrge portion of the 
rent is paid in kind and that it passes cm to the hands oi landlords. Can 
von tell ns how the landlord disposes oi the pioduce 9 

A.— Generally in the enso ot hig landlords thev keep the produce for a 
numhci ol months until the mnrket is fnionrahle and convert it into money 
Q .—So it ionus to this that though the stipulation is for payment of 
rent in kind it olten happens that the landlord converts that into money 
value and takes it in mone\ and loaves the pioduro to the producer himself 
Is it not so® 

A —Yes. 

Q .— Which is the inoie usual, to take monev like that or to allow the 
cultivator to pax in Lind 9 

,4.—The cultivate! will lie veiv pleased to pnx the money even though 
tho eoiixersion into moiiex xalue has been at .i lnghei rate It is because of 
the lot ol difficulties that exist if it were to he paid in kind 

1) —So a large portion ol the rent that is stipulated foi in kind is 
renllx paid ill monex i 

1 _ y es- except m the case ol paddy where if the landlord wants the 
pnddx lie insists upon the pn.xment in kind. 

() —To confine mil solve-, to the commercial produce it is all in the 
hands of the eultix ators themselves * 

A.—Yes 

Q —Have xou tried on the co-operative side the starting of purchase 
and sale societies with regnid to such produces® 

.1 —I base nliendv told you that we luixe started one societx as an 
experiment ten areenmit 

Q. —Is there nnv society foi eoeoannt® 

1 —We have not tried it. 

Q .—Do von think there is soo]>e for such societies® 

4 —Yes, there is a good deal of scope 

Q .—Would xou like am s|>cei«l facilities to l>e gix’en to the co-operative 
societies to take up that kind of work® 

A — T will explain the difficulty that prevents ns from entering into that 
kind of business Now the method of doing such business can be divided 
into two classes One is the business done on a small scale, creating your 
own share capita! and working capital by degrees and the other is to start 
altogether bv investing n large amount of monev as is done by commercial 
people. But in the co-operative movement we have to give up the large 
scale business either through tear of failure or difficulty in getting the 
money'. So the small scale business alone con be undertaken by the co¬ 
operative movement. But then efficient supervision is necessary which now 
does not exist and hence the whole object is frustrated. Our difficulty main¬ 
ly lies in the lack of proper supervision; at least in the beginning of the 
concern some help that is lieing now given bv the Cooperative department 
should exist.. The success that attends upon the society that we have started 
depends entirely on the help that the Co-operative department is rendering 
through the Inspector who has been deputed for the purpose. The help 
that is required does not relate to money alone. The society should he 
nursed in the proper*-way and it is there that the help is necessary. 
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Q,—-We ut how considering the banking aspect of it. What kind of 
facilities do you require in that directionP 

A.—Facilities are required for quick transmission. 

The Chairman: Where is the society? 

A. —It is thirty miles from here. 

Mr M-uniiwami Nayvdii: You told us that the district hank. has a sur¬ 
plus of Rs. 1 lakh. Do you think that there will be sufficient money 
forthcoming in the co-operative societies for carrying on this activity of 
financing the agriculturists against produce and selling their produce at 
a later date for proper prices P . ,, 

A.—'We have sufficient finance hut wc do not know how to use it protitaoiy 
and wnnt of knowledge is the cause of that. 

Q. —In whose hands is the ultimate trade in coconut and nrocnnut in 
this district? 

A.—A major portion is in the hands of the Muhammadans and the petty 
shop-keepers and a small portion is in the hands of the Tiyas and Nn vat's. 

Q .—Do yon think that by starting co-operative societies voil eonld really 
do the work which these pettv traders are carrying on with profit, taking 
into oonsidei ation the cost of running an establishment and keeping the 
produce in warehouses? 

A.—Tt is very difficult to reconcile tlicir interest with the intevost of the 
producers liecnuse one is antagonistic to the other. 

Q .—What I am telling vou is this' take n small village, where there 
nr® a number of producers. Tf you me going to do the work of marketing 
on n co-operative basis, vou have got to make advances oil the produce, 
secondly, to sell the produce to the man who wants to pm chase and then 
return the money to the producer. Til that pel iod you should have nil 
establishment, you should have to pnv infeiest on the advances nnd then 
would the margin oi profit that von will ho able to get be sufficient, after 
deducting the various items of expense's, to return to the cultivator a 
Inrger amount than he at present gets® 

A —In the ease of the industrial produce there is a good deal of fluctua¬ 
tion in the market rates and a little bit ol speculation exists in that busi¬ 
ness. The co-opemtive societies do not generalls stock the pioduee and 
undertake a speculative business In the case of tlio private merchants, 
they take the risk and some oi them gain very much and some of them 
have lost also much. But if co-operntive societies undertake to do this 
it can only he in the form of a commission business without anv sort of 
responsibility for the ultimate value of the produce 

Q .—There w-ere some questions put to vou about kuris Do vcm think 
that the hahit of the people to save some monev and ultimately’ to invest 
it periodieally so that thev mav get a lump sum on a (utuie date is pre¬ 
valent here? 

A.—Yes. 


Q .—You told us that tlie kuris hove extended to the rural areas also 1 ' 

A .—Tt came from the rural ureas to the town and it is the town that 

has spoiled the value of the kuri but in the interior it is all right. 

Q ■—You sav that such a practice is pi evident with the ordinary agri¬ 

culturists apart from the population who trade and who therefore have 
got some money to lav by? 

A .—All classes take to this kuri Even tlie Pnncliamas take to it. 

Q —You told us that in the case of small kuris sav within Rs. 300, ihe 
organization is more or less in the nature of a conumiunl organization? 

A.—They are friendly organizations. 


Q .—The credit of the person who starts the business is the main factor 
fn the running of the kuri? 

A.—Yes. It is his honesty and character that me the security. 

0.--You told us that with regard to the bigger kuris the feeling gene¬ 
rally has been now to demand a sort of n security from the man who starts 
the business to provide against possible risks. Do von think that the 
co-operative societies can step in and the president or the secretary in a 
village society will be the guarantee that is needed for the starting «f a 
kuri organisation of this sort? * 

A.—Tlie kuris can easily be undertaken by tlie co-operative societies 
These will command more the confidence of the public P * «*«>ties. 



545 


Q .—Hare any co-operative societies taken np swch a thing to your 
knowledge P 

A. —I do not think that very many co-operative societies are conduct¬ 
ing kuris now. In the beginning there were kuris conducted by the co¬ 
operative societies but they were discouraged by the Registrar of Co-operative 
Societies who considered that it was not proper that a co-operative society 
should conduct a kuri as it obtained in Malabar. Latterly that view has 
been changed. 

The Chairman: Was it before my time? 

A. —Yes. 

Mr. Mvnitvami Nayudu: Are any societies running kuris now? 

A.—Very few societies run kuris in the name of the societies. But the 
members of the societies are running kuris in their individual capacity. 

X .— Are you for the co-operative societies running kuris? 

.—They can v very well run n kuri for. say, Rs. 200 or other small 
amounts. Kuris for big amounts should not be undertaken. 

Q. —Do you want to mix the kuri business with the rural credit busi¬ 
ness? 

A .—Tt will lie something like a provident fund, the collection being made 
by the society from the members with some restrictions about repayment. 

Q .—Tf the habits of the people are such that they would save something 
every month with a view to get a lump sum at the end of a definite period, 
that would be n thing which the co-operative societies might very easily 
develop hv starting kuris. Do vou not think so? 

A.—Yes. 

Q .—For one reason yon will have the benefit of the money in your hands 
and there will he no financial loss. Now do you think that if the co¬ 
operative societies take that as one of their activities in their district there 
would be sufficient response from the people on that point? 

A.—Yes, there will he sufficient response 

Q .—Then do you think that with regard to the bigger kuris also the 
societies which have fairly advanced aud which have large transactions can 
conduct them P 

A.—It will not Ik 1 so easy for a co-operative society to conduct a big 
kuri because the payment will not lie timely and punctual and the pay¬ 
ments will he such ns only the rich people could make. The poorer classes 
cannot become members of that kuri liecause the payment for each chit will 
lie very big. 

Q .—Supposing some inducement is held to those who want to promote 
a kuri that they should start a co-operative society for that purpose and 
under that they should run kuris, would the people he willing to welcome 
a step in that direction? 

A.—A large number of people will become the members of such a society. 

Q .—Would you advocate that us a step in the right direction so far 
as the thrift habits of the people ave concerned? 

A.—T have lieen long thinking why these kuris have not become popular 
in our co-operative societies as they ought to lie because the people know 
them and they are familiar with them. That was my feeling, but somehow 
or other the provision for the kuris did not find a plnce in the by-laws. 
Whenever a new society is formed, if provision is made in the rules for the 
running of kuris or the provision of provident funds, it is scored out. 

Q. —From the savings point of view you would advocate the starting 
of societies purely for this purpose? 

A.—There need not lie any separate society for the purpose and it is 
enough if the kuri funds are kept separately and the lending in regard 
to those funds are strict. 

Q .—There cannot be any question of lending liecause the money that 
has been collected will have to be disbursed soon after. 

A. —I have in mind the fact that the societies by means of kuris can 
raise a capital of their own and safely lend such money provided there are 
sufficient safeguards. 

. Q .—Do people inveet money in the postal savings bank? 

A .—Many of the middle class people and the officials do it. 

69 



Q.—Do the agriculturists take to die savings banks? 

A. —They do it seldom. 

Q .—What is the reason for itp Is it due to the fact that they have 
nothing to invest or is it that they prefer some other form of investment? 

A.—The agriculturists who nave money to spare have faith in land only 
and they invest their money in the purchase of land. Land and nothing 
but land will attract their savings. 

Q .—Are there local people who deal in money-lending transactions and 
who receive deposits from the agriculturists and pay them some intereetP 

A .—The cash is kept by the agriculturist himself and he never parts with 
that money, until he purchases land with that money. 

O .—He hoards the money then? 

A.—Yes, the hoarding tendency exists, especially among the womenfolk. 
They always secrete some money somewhere. 

Q -—Is there no way of inducing them to invest the money in some bankP 

A.—It they gain confidence in the banking institutions all this hoarded 
money will come out. 


by means ot the co-operative 


Q .—Have you been able to bring it out 
societies P 
A.—Yes. 

f .—There are no land mortgage banks at ail in this district f> 

.—No. 

S .—So, yon have no experience ot how they are working J> 

, —No. 

Air. Ho meed Sultan. Mar/can : Havo you any idea a« to how the smaller 
merchants are financed in these parts? 

, A.—The smaller merchants up to a certain stage freely make use of the 
hundis payable after three months. 


t 
l 
1 

0.—So the fixed rate of interest with the Multanis is, 12 per centP 
.. h “ ye dcalin s ,! thp y charge 3 l per cent over 

of the peJon borretmg 6 inCreaS ° ln 1,r ° 1)ort,on to the smallness 


.—They borrow from the money-lenders? 

.—Yes. 

■—That is from the Multanis? 

■ From the Multanis and other money-lenders. 

•—At what rate do thev borrow? 

.—It is never less than'12 per cent for the small traders. 


Q .—Most of them are financed m the shape of hundis? 

. . * es - ™ mo °* them pledge jewels belonging to their family some 
start kuris and raise a capital. Some mortgage their property and thus 
rajse loans and start business. But most ot the businT nT on «Su 


<?.—What altout the joint-stock banks? 

A.—Most of the transactions are on credit. 
After selling the rice I take my profit and 
interest the amount due to him. 

0. -Within how many days do you repay P 
A .—They have got a system of daily tran 


Suppose I am a rice dealer, 
pay the bigger dealer with 


daily transactions. 




.—Do they charge any interest P 
.—Yes. 

5[ hat , about t J le “hop-keepers of the bigger type? 

.—They borrow from the Multanis. 

—For three months? 

.—Yes. 

tatT 4 " *“• hmd " ate0, “ w iB *• Mi tb, p., tap. ta. 

a. talT *** w •*" *• f tk. „ ** * 
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Q. —Why do they not have transactions with the joint-stock banks like 
the Nedungadi Bank!' 

A.—It is because they think that it is troublesome to have transactions 
with them somehow or other. They find it much convenient to have trans¬ 
actions with the Multanis than with the joint-stock banks. The Multanis take 
much risk in lending the money but the risk is compensated for by the 
high rate of inteiest that they charge. Further they are from times im¬ 
memorial very clever in their business, both in the method of advancing 
and in the method of collecting. 

0 .—After all they are not sustaining any loss? 

A .—They have losses now and then. Recently they sustained a very 
heavy loss. But on the whole I think they should be making some money 
out of their transactions tor otherw lse they w ould not continue to be here. 

Q. —You say that it is inoie convenient for the shop-keepers to have 
transactions with the Multum bankers? 

A. —Yes. 

Q .—Tho high rate of interest they aie willing to pay? 

A.—Yes, the interest is nothing to them. 

Q .—In spite of these they uie doing good business on tlie whole? 

a.—They conduct most of the business on credit. They get the things 
on ci edit and as soon as they sell them and get the money they make the 
lepayment. This will represent aliout 70 per cent of their transactions. 

Q .—Tlie remaining 30 jiei cent of their dealings is with the Multanis 9 

A. —Yes, by pledge ol jewels, by moitgaging property and other things. 

The Chan man: Mr. Gopala Menon asked you about tlie question of 
wrhether the rate of interest could be lower m tlie villages and Mr. Muni- 
bwaini Nayudu asked y'ou about the existence ot the hoarding habit in the 
villages. The hoarding is in the toim, 1 take it both ot cash and of 
jewellery ? 

.1.—Yes. 

Q .—11 the hoarded cusli could be got into circulation instead of ullowing 
it to remain lrozen as it is at piescnt would not that contribute toward* 
the reduction of the rate ol inteiest' 

A.—It will. 


(Tlie witness then withdrew.) 
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Tuesday, 11th February 1930. 
CALICUT. 

Pmuiii : 

Mr. H. M. Hoon, I.CJ.8. (Chairman). 

Mr. C. Goi>ala Mkxok, u.l.c. 

Diwan Bahadur B. Munis wami Nayuuu, b.a., d.i,., m.l.u. 
Khau Bahadur Hameed Sultan Mahiuaih Sahib Bahadur. 


M.R.Ry. M. GIBIAPPA Avargel, Deputy Registrar of Co-operative 

Societies, Calicut. 


Oral evidence. * 

The Chairman : Mr. Giriappa. you aic now in charge of the Calicut and 
South Kanara districts? 

A.—Yes. 

0.—Do any ot the co-operative societies in these parts lend oil jewels? 

1.—No. Some societies applied to us whether they could lend on jewels, 
hut after Registrar’s instructions ill the matter, we have told them that they 
should not do so. 


0.—How do these co-operative societies work in tho West Coast? 

A.—They are getting on fairly well. 

Q .'—Are there ample funds for short-term loans? 

A.—Yes, there are ample funds. 

0 .—Do they make much use of tliem? 

A.—They are not making much use ol them at present. Speaking of 
South Kanara, the societies have tried a system of forecasts, hut they have 
failed. In Malabar it is being introduced and the difficulty here is that 
there is a lot of delay in the disposal of loan applications. If the ryot 
applies for a short-term loan for his cultivation, he gets the money only 
at the time of the harvest. Moreover the people hero do not really under¬ 
stand the significance of short-term loans. They do not understand that 
the amount should be repaid at the next harvest. The idea is being 
instilled into their minds nowadays and some improvement is being noticed. 
Moreover the other day at the panchayat conference at Palghat the principles 
underlying the short-terni loans were explained and they expressed their 
readiness to make the liest use of them. 


0.—Are there any delays in the repayment of the loans taken? 

A.—There are delays because the members get their money only after 
a great deal of delay. The delays in the disbursement of the loans occur 
only in the two places, the co-operative society and the co-operative union. 
I do not think there is much delay in the district hank, and the delay in 
the co-operative societies could he avoided by the adoption of the forecast 
system which has recently been introduced and the defay in the union will 
be avoided by the appointment of a small committee to dispose of loan 
applications quickly. The members’ complaint is, os I have already stated 
they .do not get the money at Hie time when they require and this leads to 
the postponing of the repayment on the due date. To enforce strict re¬ 
payment on their part, we should also make some provision to hold up their 
crop soon after the harvest, for a favourable market. 


* for written evidence, vide pages 841—846 Vol. HI. 
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Q .—What about the marketing of produce ? Has anything been done in 
that direction in these districts ? 

A. —That problem presents some difficulties. The first thing that t would 
Suggest is to organize a loan and sale society at every union centre with 
a central sale society at the headquarters of the district. There is also 
another difficulty that presents itself now and that is the collection of some 
statistics regarding tho prices prevailing in the various markets in the 
districts. For that purpose some outside agency is necessary, preferably 
the Government, to examine the conditions of each produce and find out 
where a particular commodity has n best market and at what season of the 
year and so on. and if they publish any snrli statistics, it will go a great 
way towards solving the problem. It is not possible cither for the bank or 
for the societies to undertake this work. 

Q. —Tou have got a school at Coimbatore. Could that not, with the 
help of the Agricultural College, undertake to do all these investigations? 

A. —T do not know whether they can pay for a financial expert to carry 
on the investigation. 

0. —What investigations do yon lequire them to undertake? 

A .—We want a detailed investigation into the condition of market for 
each produce, lor instance, pepper and nrecanut. 

Q .—Could not the local officers of the union and the department mako 
the necessary enquiry and send that to the institute at Coimbatore? 

.4.—The investigation has to he porsupd. It requires a lot of time. 
The local union or federation cannot do it for they have not got the necessary 
time and experts to sit up for the work. 

Q. —The enquiry you suggest is only anothei form of co-operative mar¬ 
keting. Do you not think that the work could be done by the institute? 

A. —T do not think that the institute is quite competent at present to 
undertake such a work. In the first place thev may not listen to any such 
proposal, and in the second place they may not have the necessary funds to 
employ an expert to investigate into the trade conditions of each product. The 
investigations will have to lie conducted all throughout the year aiffi bulletins 
will have to be published. I do not think the institute enn at this stage do 
that work, nor the village societies and the unions too. What I want to 
submit to the Committee is that there is no use in co-operative credit unless 
co-operative marketing follows in its wake, and both of them must go hand 
in hand. 

Q .—You sav that co-operative credit is of no use without co-operative 
marketing. What is the use of tlie investigation at all. if you think that 
co-operative marketing is possible? 

A. —My opinion is that the investigation should precede the question 
of marketing. 

Q. —Surely investigations of this sort would be best carried out through 
some cenral institution which should place everything on record. It is with 
that idea only that T suggested that the institute at Coimbatore can do the 
work. Could they disseminate the results of their investigations? 

A. —If that agency could pursue the investigation and publish bulletins 
in the towns and villages, it is alright. 

Q. —Do you think that it is possible to have an institute for every 
districtP Who is to maintain and support such institutes? 

A. —It must be possible, if we want to carry out any such investigation. 
The expenses may partly be met by Government and partly by the non- 
officials. 

Q ,—At present we have got six institutes in the Presidency. Do you 
think that it is possible to form more P Would it lie more efficient and better 
if they materialise? May 1 suggest that it will take a long time before 
you cau have one institute for each district, and that it will not be possible 
to get mough of candidates to keep them going on? 

Q .—Teaching side of it is also necessary? 

A. —Yes, it is very necessary. In fact it is the basis. 

Q .—You have got the prices of various crops published in newspapers. 
Is it necessary to get the prices to the ryots? 

A.—Yes, it is also very necessary. 



Q .—Have these institutes any material effect in developing the co¬ 
operative movement @ . 

A.—Yes. They are really serving a very useful purpose m that 
are educating the people for co-operative work. In fact, I should this 
that even the enemies of the co-operative institutes have now begun to say 
that they aie getting better class cf supervisors. 

Q. —We were told that in the villages there is a considerable amount of 
hoarded wealth. Do you think that it is true? 

A.—I do not think there is any considerable amount of hoarded wealth 
in the villages, m these parts. 

Q .—Hoarded wealth includes two diflenent kinds of savings. One is cash 
and the uthei is in the form of jewels and ornaments which can be converted 
into gold and it is also n saving. Do these exist to any very great extentP 

A. —Mo, particularly m Malabar people are not hunkering uiter jewels. 

Q. —What are they doing with those savings? Is there much money- 
lending among ryots P 

A. —The ijots themsi-hes lend to one another. The wealthy ryots lend 
to the smaller ones. 

j>.—Do any of them deposit money into co-opeiutive societies? 

-I do not find their sat mgs are deposited in co-operative societies. 

O .—Why not? 

A .—They only preier to lend their savings to other ryots. It they only 
deposit their money into the co-operative societies, they ure not sure of 
getting it when they want. There is no provision in the by-laws of co¬ 
operative societies to return the members’ deposits when they want. 

Q .—It they adopt the forecast system of loans, w'oulcl it not enable tho 
ryots to deposit their savings in co-operative societies 1 ' 

A. —Yes. In many ol the eo-operutive societies here there are no pro¬ 
visions lor savings deposits. 

Q .—11 they have better cash tucihties, would the lueiuliers put their 
money into the societies? 

A.—Ye#. 

Q.—Do you think it is due to distrust? 

A.—Mot exactly so. They are not suie that they would get back the 
money at any time they might require. As 1 have already stated, thcio 
is no such iucilities in co-operative societies here. 

Q. —in the village societies the bulk of the luuds aie in the form of 
share capital. Is that satisfactory? 

A.—It is i.vuly satisfactory, and it is vastly developing. 

Q. —But tlie ryot cannot get it back. Do you not tiunk that it is worth 
while to foster the growth of Savings deposits in co-operative societies? 

A.—It is very advisable. Many societies have passed by-laws providing 
for suviugs deposits. About 2o per cent of the societies have already 
amended their by-laws to this effect. 


.—Do you know anything about the kuris? 
,—I do not know about them. 


<J .—Do any ol the co-operative societies run kuns? 

A.—It is only one or two co-operative societies that have applied to me 
for permission to run chit funds. 

Q .—Have you come across with the activities of the newly formed 
agricultural banks? 

A.—I have no idea about that, and I am not conversant with them. 

Mr. Muniticami Nayudu: You refer to Imperial Bank’s attitude towards 
co-operative societies with regard to the grant of overdrafts. Will you 
kindly tell us what exactly your difficulties are? I understand that the 
Imperial Bank wants the district banks should look more to the urban 
banks tor their overdrafts than the Imperial Bank and with that object 
they are trying to reduce their overdrafts during the course of five years. 

A.—I do not think that is the reason. They nave no faith in the pro¬ 
missory-notes of oo-operative societies and that is why they are cutting short 
their overdrafts. 



Q —You hove got a lot of money in the Control Urban Bonk. Why not 
the various district banks draw money from the Central Urban Bank? 

A._If money is readily available from the Madras Central Urban Bank 

we can do that. 

Q .—Coconut and arecanut ore the two commercial crops here. Does the 
actual producer get a fair price or value for it now? 

A.—I understand that he is not getting. 

Q .-Do you think there is any method by which he could be made to 
reoeive its full value? ... 

A. —We must be able to market it to the place where it is exported by 
the middleman. In the case of arecanut it is manufactured here and sold 
at Bangalore, Madura, Trichinopoly and other places. The ryot does not 
know where he can market it. 

0 .—Is it purchased directly by the merchants and is it manufactured 
by them in the town here? 

A. —It is manufactured here prepared for the market and then sent to 
Bangalore and other places. 

J .—The agriculturist sells the arecanut in an nncured condition? 
—Yes. 

Q. —Do you think they can be helped? 

A. —Tho ryot must lie taught to manufacture and the ryot must also 
be told where he can market to his best advantage. 

O .—Ts it necessary that the ryots should have plants for manufacturing? 
A .—The ryots themselves should combine together and start a co-operative 
sale society for selling arecanut in the best market. 

Q .—Such arrangements for preparing nuts for sale can be done by the 
co-operative societies 9 

A. —Yes, it is being done by the sale society here. We are told that the 
market is in Bangalore. Bellary and Hindupur. We are unable to employ 
competent men for selling it. 

Q .—The not hns to cure the arecanuts within 24 hours after plucking? 
A .—Yes. 

Q .—As lie is not able to cure it he sells it in the unmanufactured state 
to the merchant in the town sometimes at very low prices. If the co¬ 
operative societies enable him to cure his arecanuts he can keep his stocks 
for sometime more till he gets a good price? 

A.—Yes. 

Q .—You are of opinion tl^at the co-operntive societies could come to his 
help? 

A.—Yes surely. 

Q .—What would be the cost of the plant? 

A.—A sum of Rsi 200 is necessary. It is cut with some old instruments. 

Q .—Are there not wealthy men in the villages who are themselves pur¬ 
chasing these things and curing them with a view to sell? 

A.—They are doing it on a small scale but those people do not know 
where thev could market it. They are not in touch with the price of the 
market. They tried to send their men but then the prices went low. 

Q -—Surely if the ryot is able to keep up his stock without selling them 
to the merchants he would be able to get a better price if he cures them 
and sells afterwards? 

A. —Yes. If he is able to cure it he can keep it for some time. I know 
of a merchant who cures but yet lost. Want of information as regards 
the market price stands in the way. 

Q.~ The ordinary producer sells away to the nearest merchant. In order 
to avoid it, could not the co-operative societies stock those things and sell 
it to other merchants for a better price? 

A .—The merchant will not give a good price. 

Q -—Do yon mean to say that there is no competition among the mer¬ 
chants? 

A.—There are two merchants. They are brothers. 



Q. —Nobody elseP 
I.—No. 

0 .—Do you think that these people make very large profits? 

A.—Yes; these two merchants have made lakhs on arecanuts. 

Q .— How is it then that people do not come forward to make that a 
business and make profit out of it? 

A .—Individually each man feels nervous about it. 

J .—Are there any secrets in that trade? 

.—There are Reerets in manufacturing. We must know how to manu¬ 
facture. 

Q .—Have you investigated why it is that the two brothers are doing 
that trade while others have not come to trade even though it is very 
easy to organize and make profits? 

A .—Suppose he manufactures. He will have only small quantities. 
He will have to find out the market elsewhere. He must be able to depute 
a man and watch the price and see whether it is rising or falling. It does 
not pay for him. If there is a ro-operative society composed of a large 
number of ryots they can afford to employ a man. Borne of them have also 
got some experience of curing. One man cannot afford to risk and suffer. 
Half a dozen people who have lost in the trade have joined the society and 
they have now succeeded. One is the Secretary of the Kumarnnallur arecannt 
wholesale society. 

Q .—Do you think from your experience for the last two years that it 
could be encouraged? 

.4.—Surely, the society has now got branches. They are arranging for 
enring and marketing. They want some technical help from the Government. 
One Inspector is solely employed for this purpose. He is going to be sent to 
Madura and other places for marketing. 


P.—But with regard to coconut what is the difficulty? Ts there sufficient 
rivalry in the trade? 

A .—I have not handled it. 


P.—Arc the people accustomed to saving habits? 

A .—They have some spare cash with them but I am not able to say 
whether they have acquired the savings habit because I do not find any 
deposits in the co-operative societies. 

p.—Are your co-operative societies financing the cultivators? 

A .—Now they borrow from the co-operative societies. 

p.—But they want long-term loans. Is it not? 

A. —Yes. 


P.—You do not expect them to return in the course of one or two years? 

A .—They now borrow for two years. 

P-—Are they able to repay? 

A.—Some repay and some apply for extension of time. 

P-—Surely such loans could not lie given bv the co-operative societies? 

A.—The co-operative credit societies should not lend money for these 
purposes. 

P-—Then what do you suggest towards financing such needs P Would 
the land mortgage banks be able to do that sort of work? 

A.—The land mortgage banks might do that. 

P-—One incident of the kanam tenure in Malabar is that once in ten 
or twelve years when the kanam has to lie renewed the fee that the tenant 
has to pay is very heavy and the amount eonld not Ik* repaid in the next 
year. What would you suggest for that? 

A.—T do not think that the land mortgage hanks are necessary for the 
purpose. 

J .—Wherefrom do the people now get money? 

.—Now they get from the co-operative societies. Some repav within 
the fixed time but some apply for extension of the time. I think "that the 
amount can be repaid within a period of five years at the most. 

P.—Are yonr societies tow lending for five years? 

A.—They now lend for five years. 
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Q .—In the case of places where there are no co-operative societies where 
do they borrow from? 

A.—In the villages they borrow from the richer landlords and in the 
urbun areas they borrow from the traders. 

Q .—What is the prevailing rate of interest? 

A.—From the merchants they borrow at tbe rate of 12 per cent. That 
is what is called the mariatha patina or the normal rate in Malabar. It all 
depends upon the necessity of the person borrowing. In some cases they 
borrow even at 24 per cent and 36 per cent interest at times. I know of an 
instance where a man in Ponnani borrowed at 36 per cent interest and tho 
result was that m three years’ time he had to sell away his property. 

Q .—Are such cases general? 

A.—There are persons here at Calicut who lend at 24 per cent and 36 
per cent but that will depend on the man himself and the necessity. But 
ordinarily the rate of interest is 12 per cent. 

Mr. Gopala Menoa : One of the problems that we havo to solve is with 
regard to the marketing of the produce. Do you think that the ryot could 
be brought into touch with the ultimate buyer or consumer? 

A.—Yes. 

Q. —How? 

A.—It can lie done provided there is a sale society at every union centre 
and there is also a central society so that all these sale societies at the. union 
centres could be federated to the central sale society. This co-operative 
society should he able to lend the ryot also to some extent and the sale 
society also should be able to lend him to some extent, so that the produce 
brought to these sale societies could be marketed in the district centres or 
elsewhere to the best advantage. 

Q .—Have you thought of the difficulty of eliminating the present agency 
that existN between the merchant and the ryot? 

A.—We can easily eliminate all the difficulties provided we make it a 
condition precedent when we give the loan that be should hand over the 
produce to the co-operative society. 

Q .—Is it your view that instead of the present agency lending him money 
there should lie the co-operative societies which should fend? 

4.—Yes. Now the ordinary money-lender lends to him on condition 
that he gives his produce to the lender. So also when the co-operative 
society lends to him it should insist upon the condition that the produce 
should lie brought to it. 

Q .—In that case do you think that the present agent whether he is a 
merchant or n middleman can be eliminated? 

A.—Tf the society lends for cultivation expenses, the society will get the 
produce. 

Q .—Do you not think that the export merchant, say for instance ground¬ 
nut or cotton, should certainly get the produce for export? W'ill lie not 
try to get into touch with the cultivator thus compete with the co-operative 
societies? How can you then eliminate the present agency in the country? 

A.—If the co-operative societies would assure the ryot of the best market 
for his produce he would rather prefer to sell his produce through tbe co¬ 
operative societies. 

Q. —Your idea is that tho present agency is charging a high rate of 
interest and that the co-operative societios might lend at a lower rate of 
interest. Is that it? 

A.—Yes. 

Q .—Do you not think that the present agency will offer him money at a 
lower rate of interest and try to secure the produce and retain tbe custom 
of tho ryot which he now has? 

A.—Even then if the memlier is loyal he will give his produce only to tho 
society. ( 

Q .—Your idea then is that ho must be made a member of the society 
‘ and he should be asked to deal only through the co-operative society? 

A.—Yes. 

Q .—What is the rate of interest at which the present agenoy advances 
money to the ryot? Have you any idea? 

A.—I understand that they lend to these peoplo at 18 per cent. 
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J .— What is the margin kept? 

.—They lend generally about 50 per cent. 

<).—-We were told that in some cases it extends up to 70 per cent or 80 
per eentP Is that not trueP 

A,—Yes. In such cases they take the risk. 

J .—And he gets the raw produce. Is it not? 

.—Yes, and then prepares it for the market. 

J .—Who prepares it for the market? 

.—The middleman. 

S .—Of course that can be done n co-operative society is it notP 
.—Yes. 

Q .—Year idea is that the ryot must be brought in a position of collective 
bargaining through the co-operative societies eliminating the middleman''' 

A. —Yes. 

0.-*-You naturally think that those oxjiort firms or others will have to go 
to the sale society and buy there? 

A. —Yes, if they want to buy. 

Q. —Do you then think that the present mnnlier of co-operative societies 
is enough at all for that sort of business? 

A. —I do not say it can be done hut it is possible to do that. 

Q. —So a great deal of propaganda work is needed not only to educate 
the ryots hut also to bring more co-operative societies into existence? 

A.—Yes. 

Q. —My fear is whether there will he an actual competition between the 
co-operative societies and the commercial agents that are working nt it now. 
Do you not think so? 

A .—The members of the society will feel that the society alone is their 
salvation, because even if the export agent offers him money at n lower rnlc 
of interest lie knows that he will ho s<)ncc9scd nt sonic other stngc and vn 
ho has no faith in such agents. So, if they are only loyal to tlic co-operative 
societies we can certainly eliminate the middleman. 

Q .—So you not only want these institutions to lie brought into existence 
but you also wont that attempts should lie made to finance those organi¬ 
sations taking care that the private commercial interests do not kill them? 
A. —Yes. 

Q. —Do you think that then you can achieve your object? 

A.—Yes. 

Q .—Then there is another agency apart from these export merchants. 
The joiat-atock hanks want business. They must have business and tbev 
must live in the conntrv. Is that not so? 

A.—Jf the co-operative societies develop they may go. 

Q .—What I want to know is whether there will be any co-operation between 
the jajnb-atock banks and the cooperative societies in order that both these 
financial agencies may secure the products and afterwards sell to the ex|Hirt 
merchants? 

A.—I do not mind if the joint-stock banks advance monev on produce 
deposited in the sale society. But T do not want them to come in until there 
is a paucity of funds. 

Q .—What T have in mind is this. The middleman must live. Can yon 
eliminate himP 

A. —Yes. we can certainly eliminate the middleman. Tn the case of the 
coir industry we have eliminated a large number of these middlemen, nnd 
we are able to deal directly with Messrs. Pierce Leslie & Co. Even for 
that work we have not now got a separate man and we hare addressed the 
Government through the Registrar. Probably we can even eliminate Messrs. 
Pierce Leslie 4c Co., and have direct dealings with England, Germany and 
other places. 

^.-^-T1»e chief difficulty for the producer is to get at the financing insti¬ 
tutions because every time the middleman will be there to finance him. Is 
itstot to? 

A. —For that purpose the district banks have to open branches where 
there are the sale societies. At it is there are no such facilities. 



Along with that do you think that anythiug else should bo done m 
order to educate tho ryot t 

.1.—Yeh. Some propaganda work should also l>e done. 

Q .—For that propaganda where will you have your agency? it must l»u 
a man knowing all about the marketing conditions and the prices of the 
various commodities. Have you got any such agencies non in the country ? 

A. —It is just that that is waiting now 

Q .—You have no salesmen in the country either to buy or to sell? 

ii.—No, we have not got people who can advise. 

(J .—What is the agency that you tan bring into existence. You want 
to educate the pioducei and you*also want propaganda work to be dono 
amongst them to tell them that the produce should be sold through the sale 
society? 

A. —We want propaganda at the bottom and at the top we want expert 
advice in the matter ol the sulc ol the produce. 

Q. —How can we acute this agency 1 ' Whutever may be the number ot 
societies that you muy start and the financing agencies that you may have, 
you will slowly had that the middleman comes and takes away the produco 
from the ryot, owing to the present relationship between the two? 

.1.—I discussed tho mattei with Ml Y. K Menon and he told me that 
il the Government would send a man he could he taken as a subordinate 
in the ledcrutiou His idea is that one man should be fixed up in the 
federation and that the federation being unable to pay such a man cho 
Government should pay him. 

Q .—Hut where is the man with the requisite knowledge to come from? 

,1.—There aie a number ol people. They have only to lie paid tor heavily. 

Q .—Do you want a sepaiate man loi each commodity? 

,1.—That is not uecessaiy There can lie louiid persons with the icquisitc 
know ledge in rcgaicl to niuny ol the commodities. 

Q —With legaid to what? 

.1.—With icguid to marketing 

i}.~ You hu\e no salesmen in the couuliy either to huy or fo sell us in 
tho western countries? 

.1.—We hate no people to gnu e\pcit udxice in such mutters. 

(j .—Wliut is the remedy that you can think of? What is the agency that 
you eau bring into existence? 

.1 —The produce in caih district should be marketed by the central Ivan 
and sale society In the first place we want propaganda at the bottom and 
expert advice at the top. 

Q .—How can wo create this agency? 

.1—1 discussed this matter with Mr. Knshnu Menon of tho Federation 
hero uud he told me that it the Goiei uuieiit would pay a man he can ivork 
under the Federation. He must ionu part and parcel of the federation. 
Ho thinks that one man entirely responsible ior all the work and working 
wholly andcr the Federation but puid by the Government is necessary. 

Q .—You want a man, but where is the man with the requisite knowledge to 
come from? 

A. —He is available. There urc u number of experts bore. 

O .—You want one man for each commodity? 

A .— 11 possible, otherwise persons may lie found with the requisite know¬ 
ledge of all these things. 

Q.—What is that ‘requisite knowledge’? 

A.—Knowledge of marketing, liow it U marketed, in what all places, what 
is the process of manufacture, etc. Propaganda is also necessary. 

Q .—But propaganda does not require expert knowledge? Practically you 
want a man to go and buy these things from him ana where do you get 
such trained men from? From where can such men with the requisite 
knowledge be trained? 

4.—They can he trained in some of the European firms or in the training 
institute. 
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0.—-t«ii ■want trained men and there must be a place where Such tnen 
can be trained? 

, A .—Yes, 

10.—Do you think that the co-operative institutes cun take up the training 
oi such men) 1 

A.—Yes. 1 want also to suggest one thing and that is the registration * 
of all these money-lenders and the prohibition l>,v legislation of excessive 
rates of interest. Now they charge 18 to 36 per cent interest and ruin tho 
ryoto. 

Q. —You want the rates charged by these men to be limited by legislation Y 

A. —Yes. 

The Chairman : Are there many Multanis und Marwuris here? 

A. —There arc some Multanis but very lew Murwaris. 

Q .—Do tlie money-lenders lend to the ryots on tho condition that it should 
.bo repaid in kind? 

A.—Yes. 

Q .—Any idea as to what rate it will work up to? 

A.—It will work out at 24 per cent iutmost. 

Q .—Is that all? 

A.—Yes, only 24 per cent. 

Q .—That is a common form oi lending? 

A.—Yes. 

(The witness then withdrew.) 
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Oral evidence. 

Thv Chuu man : 1 understand tlmt >ou are ft hunker lieroi' 

A.—Yea. 

Q .—What it> the uuture ol the business that >ou are doing:' 

A .—1 am helping the local merchant* m transporting their goods to 
severul places in the country by advancing money to them on documents, 1 
tukc the document as security and send it through the imperial Bank and 
realize the amount at the other end. 

Q .—Do you work on your own capital? 

A.— Yes. 

Q .—You do not receive deposits!” 

A.—No. 

0. —What is the nature ol the documents on which you advance? 

.4.—1 advance money on railway receipts. Besides 1 am doing my hundi 
business. For instance a certain gentleman books some copra or 'coconut 
coir irom here to the Andhra districts, and suppose he has no money at the 
time. He comes to me u ith the railway receipt. I know approximately the 
cost of the goods; 1 advance nearly 75 to 80 per cent of the total value ot 
the goods und get a demand pro-uute executed m my iavour for the amount. 
I then give it to the linperiul Bank und the Imperial Bank credits my 
account with the amount and reulizes it through their branches at the other 
plaoe from the other merchant. That is how 1 am carrying on the business. 

Q .—Where does the railway receipt come in? 

A.—That represents the goods consigned. The local merchants brings it 
to me and the goods which it represents are my security for the amount 1 
advance. 

<J .—What is the use ol the railway receipt. The goods are consigned to 
somebody else there? 

A.—The railway receipt will lie with tne and unless the consignee produces 
the railway receipt at the other end. he canuot take delivery of the goods. 
1 do not know that party myself, hut the goods are my security. 1 entirely 
rely upon the fairness and honesty of the party. 

Q .—If the consignee signs an indemnity bond, could he not take delivery 
of tne Mods? 

A.— Then 1 will bring him to the criminal court. 

Q .— How can you bring him to the criminal court, he is only the consignee 
and the goods are booked to him. Suppose he says that he has lost the 
railway receipt and signs an indemnity bond, ran the railway authorities 
refuse to deliver the goods? 

A.—Surely not. There has been no difficulty up till now. I have been 
doing business like this for ahout 10 lakhs of rupees and 1 have never been 
cheated hitherto. How can the other party say that he has lost his railway 
receipt when 1 have paid my cash here and when 1 have got the railway 
receipt with me. He oould surely be brought to court. 



Q .—He could take delivery of the goodb bona fide. It would not neces¬ 
sarily imply any swindling on Hie pait of the consignee I 1 

A.—The consignee has ordered certain goods from the merchant and he 
is aware that the goods have arrived at the station, that he has got to pay 
•for them and then only take delivery of the same. U on the other hand 
he simply signs any indemnity bond, and takes delivery, ol the goods, it 
certainly amounts to iraud and criminal intention on his puit, and so he *s 
liable tor criminal prosecution Moreovei v, e have got ceitam checks to seo 
whether the consignee takes dehveiy ol the goods We wait for three or 
four days toi the goods to reach the other station and wuteh whether any 
dodge is being played by him. 11 uitei a leusonablc time the goods are 
not taken dehveiy ot, we who to the agent ot the Imperial Bank. The 
Agent ol the Imperial Bank sends a notice to that party asking him whether 
he is going to take delivery ol the goods by paying us the money. It the 
party knowing all these, still executes an indemnity bond for taking delivery 
of the goods, he is certainly liable to ciimmal piosecution. 

$.—You said that you obtain a pro-note executed by the meichunt in your 
favour. Is it in the lorm of a bill) 1 

A.—It is a demand pro-note It simply runs thus—“ On demand 01 
order, please pay Mr. Ramaswaim Ayyar the sum oi Its 5 000 only loi 
value received m cash . etc ” It can bo called a bill ulso. 


Q .—What is the rate ot mlciest that you chuigc on your advance? 

A. —There is nothing ot tliut sort. We charge only a small commission, 
i.e., i per cent. 

Q .—it there is any delay in paying the lull, do you not charge him 
any interest? 

A- —Whatever i have to pay to the impellal Bunk, timing the period 
ot delay. 1 collect it fiom the puitx The lute oi intetcst generally charged 
by tlie imperial Bunk is 8 to 9 per cent 

—You say that the rate oi interest depends on the Impel ml Bank late? 


V-—You receive the railway loecipt and the bill \ou send the bill on 
to the Imperial Bank and pay the consiguoi heic You huve to wait until 
the consignee actually pays, is that so? 

A. —No. 1 have credit with tho Imperial Bank und I discount the lull 
with them. 

Q .—Then the bill is sent to the local branch ol the Imperial Bank foi 
collection. It theie is no Imperial Bank in that place, what will you do? 

A.—Then it will lie sent to the nearest Imperial Bank. 

0.—Do you not discount it with other banks 1 ' Or is it with the imperial 
Bank only? 

A.—We do business mostly with the Imperial Bank but- with other banks 
also we do business. 


Q .—You mean the Multam bankers? 

A.—Yes, Multani hankers, Chotti bunkers und Brahman bankers. 

Q .—Is there much business done by Brahmin hankeis? 

A.—Recently their business too has fallen owing to the Imperial Bank 
having opened branches all over the countiy. 

Q .—Who is doing the bulk oi the business? Is it the Brahman bankers, 
or Mnltanis or the Nattukottui Chettis? 

A.—I believe every banker does his own share of business. Wherever 
we we have got all these classes ot bankers, und each is doing his business 
in his own way. 

J .—You do business only with the firms that are known to you locally P 
•——Yes. 


I.—What about the discounting of hundis 9 
[."—It is going on on a large scale. 

0 .— Do you carry out considerable amount of business yourself P 
A.—Considerable, so far as I am concerned. I think I am doing business 
to the extent of a lakh of rupees every month. 

J ,—What is the nature of that business P 
.—Mostly hundi business only. We also draw on stamp paper, bearing 
a certain date, generally three months’ date. 
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-Are they not on sight ? 

•—Very rarely. This is for the purpose of accommodating businessmen. 
What is the security you demand from them? 

A.—So far as 1 am concerned, the security that I demand is only personal 
security. 

Q .—Are yours accommodation hundis? 

A. —No. This is not an accommodation hundi. It is a hundi based on 
specific transaction taking only personnl security. 

O .—Is there no trade bill behind it? 

A._—Nothing. There are a few instances on which we take a general 
security from the party with the promise of accommodating with him np to a 
certain limit. These biHs may sometimes be covei'ed by the amount, but 
generally speaking that is not the rule. That is only in the case of parties 
whom we think are not sufficiently sound. 

Q. —Are those Mudathi hundis? 

A. —That term is not known to us. 

X .—What do you then call your hundis? 

.—Wc simply call them ordinary hundis. 

Q .—How many kinds of hundis are there in this market? 

A .—There are many kinds of hundis. 

Q. —Will not the ordinary hundis bear interest? 

A. —No. There is no custom of charging interest. 

Q .—Therefore the amount payable is the amount specified. If yon want 
fho amount at an early date vou should have to discount it. is that so? 

.4.—Yes. Ours is .something like the Mudathi lmndi. 

<f .—Have you ever come across a ith any Chctti hundis? Do you get 
any of them discounted? 

.4. Yes. a good many of them are coming in daily from our customers. 
We charge some commission in all cases. 

0. —How do you discount a nadaptt bundi*' What is a nadapu hundi? 
A.—The nadapu hundi is n hundi in which there is a specific amount 
chargeable with interest nt the nadapu rate. There is also a certain date 
mentioned from which it lien is interest. Tt is most difficult to discount 
them. 

Q .—Do you know what is the rate of interest generally charged on 
nadapu hundis? 

A .—Tt will lie aliout the Madras bank rate, that is f) to 9J per cent. 

Q .—What is the rate of interest vou charge on the hundis? 

A.—T charge 6 per cent.' where 1 do not know the rate of interest. If 
I know the rate of interest I will charge only 4 annas for Rs. 100. Invariably 
T find that the amounts of these hundis are paid to me the next day in 
Madras on presentation. 

0. —These are usance hundis? 

A.—The nadapu hundi invariably hoars nn interest previous to a parti* 
cular date which is previous to the date he brings it to me. Tt nmv also 
sometimes happen that he brings the hmidi immediately after it was drawn. 

0 .—You do not discount such hundis at all? 

A .—I do. 

Q. —How can you discount the hundi nfter it is due? 

A.—There is no due date in it nt all. 

Mr. fin)xiln Mr non : Suppose it is drawn 90 days’ sight or 90 days’ date, 
how do vou charge interest? 

A.—We charge at the rate of 15 per cent. 

Q .—The thing is this. There is a hundi which says that the amount 
will he paid in three months from date together with interest at the nadapu 
rate? That hill comes to you to be discounted. You “only know the amount 
dne on that date is the amount of the bill nlus interest nt a earring rate. 
How can yon discount such a bill in which you do not know the actual 
amount due? ..... , . 

A.—T heg to be excused. I do not take such hnndis. The nadapu hundi 
I meant was a sight hundi drawn by an individual. 
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Q.—l understand in Madura that the nadapn hundis are drawn at 80 
days’ sight. 

—W« know that the rate of interest in Madras will vary only between 
7| par cent and 10} per cent. It can never vary beyond these limits; neither 
Icier nor higher so that when you do it you get a small commission. I 
do not do all such business. 

Q .—Would you deal with the matter by taking a little more!* 

A .—7 take something more for the risks I take. 

The Chairman : Do you not think that documents of that sort ought to 
be discouraged!* 

A .—Personally T do not see why. 

Q .—Will a document of that sort command credit if it was drawn in 
Cbettinad and is to lie discounted in the Punjab? 

A.—I do not know how it will be because the person who draws it is 
not known nor the person on whom it is drawn. 

Q. —Would it not facilitate business if hundis were definitely standardised 
for the whole of India? 

A. —These are the old hanking system and they ought to be abolished, 
hut I do not see why theve is so much of awkwardness about it. 

O .—It is a local peculiarity? 

A.—Yes. a hit queer. 

Q. —It is a tvpe of hundi that is drawn only by the Chettis? 

A .—Yes. 

Q .—And it depends on the rate of interest that is fixed only by them? 

A .—They alone know the rate of interest. 

Q. —Your suggestions is it might possibly facilitate business generally 
if hundis were standardised. 

A. —Yes. there is nothing wrong ahont it. 

Mr. Hamerd 8 niton Mari fair: So the only business you are doing is the 
hnndi business P 

A. —No. T advance money on pro-notes also. 

Q .—Single signatures or double signatures? 

A. —On single signatures, double signatures and sometimes on the algna 
ture of three persons even 

Q. —What is your rate? 

A .—12 per cent. If the Imperial Bank rate is 11 per cent or 0 per cent 
then my rate will be a trifle more. 

Q .—Do yon know that, some of the Nattukottai Chettis arc doing this: 
they write n certain rate of interest on pro-notes, Ray 38 per cent with the 
nndrrxtanding that if it is paid before or on the stipulated date only 18 
per cent will l>c collected. Arc you aware of such things here? 

A. —No. T am not aware of such things. 

Q .—Nor are you doing like that? 

A.—No. 

Q .—Your maximum rate of interest is only 12 per centp 

A. —Yes, hut if the bank rate goes up to 9 per eent or II per cent then 
my rate will also he higher. But in no case will it he higher than 15 
per rent. 

if -—Arc yon lending money to local petty shopkeepers and merchants? 

A .—T am lending to merchants big Bnd small who are 'very respectable. 

Q .— On what? 

A.-—On pro-notes and hnndis. 

Q .—You Are lending for a longer time? 

A —What I do in this: when J find that tho man does not nav me on 
the dne date then T convert the demand pro-note into a hundi. 

0.—Then he will have to pay on the due date? 

A.—Yes, because on the hnndi the due date will lie mentioned. 

% 
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O. —Suppose he is not able to meet the hundi on the dne date? 

A .—Among merchants in this place a hundi is a more dreadful document 
than a pro-note. If it is not paid on the due date the party knows that 
it will be protested and a protest means his ruination in the town. So 
hundis are more dreadful and arc only very rarely not paid on the due 
date. 

Q. —Arc there many Multani and Marwari hankers here? 

A —There axe Militants but not many Marwaris. 

Q .—What is their rate of interest? 

A .—Multanis charge from 10 annas upwards to 12 por cent. 

P. —It will not go more than that? 

A .—Not to the best of my knowledge. 

Q. —What will be the net yield on your capital? 

A .—About 12 per cent. 

Mr. Oopala Mmon : What is the name of your firm? 

A. —Messrs. Rnmaswamy Iyer and Brothers. 

Q. —What do you style it? 

A.—Bankers. 

Q. —Do you do business on your own capital? 

A.—Yes. 

J .—Do you receive any deposits? 

.—Very rarely, oxcept when intimate friends and relatives come and 
request mo to keep their money with me. 

Q. —What amount of deposits have vou at present? 

A. —Rs. 10,000 to Rs. 15,000. 

Q. —You are not in the habit of taking deposits just like any other 
banker ? 

A. —I do not for the reason that I do not want to 1>© troubled by any¬ 
body with regard to tho deposits. 

How long have your firm been working? 

.—Foi tho ln-4 fifteen years. 

P.—What amount roughly has been invested? 

A.—About Rs. 1 lakh. 

P.—What is the volume of your business, or your annual turnover? 

A.—It is very big. there are days in which I transact even Rs. 50,000 
business. 

P.—Roughly liow much .hundis you discount in a year and how much 
is transmitted from place to place? 

A. —About Rs. 8 lakhs of each. 

p.—So you do Rs. 12 lakhs of business a year with a capital of Rs. 1 
lakh. You do not also take deposits from the public? 

A.—Yes. 

p.—What will he your working expenses, such as expenses of manage¬ 
ment, etc.? 

.4.—Only Rs. 40 per month. 

J .—Probably you are working yourselves? 

.—Yes. 

P.—Does the same apply to other bankers of your type in the city? 
A.—Yes. 

p.—What will be their working expenses? 

A.—The Multanis do very much more business than I do. He does 
about Rs. 10 lakhB of business every month and his working expenses will 
be not more than Rs. 200 per month. 

p.—No indigenous hanker spends more than Rs. 200 per month P 
A.—Not more than Rs. 300 in any case. 

J .—That is if be has a turnover of Rs. 30 lakhs per month? 

.-Yes. 
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Q —Is there no relationship between the money-lenders of your dmas 
and the other indigenous bankers such as the Multanis, the Nattukottai 
Chettis and others in the cityP 

A. —We have got constant relations with them, almost every day. 

J .—Is it in the way of taking loansP 
.—Yes, discounting hundis and accommodating each other. 

J .—You also borrow from day to dayP 
.—Sometimes. 

Q .—In that way there is a sort of relationship ? 

A .—We have constant relationship between us. 

Q. —What is the relationship between the indigenous bankers, the Im¬ 
perial Bank of India and the other joint-stock banks in the cityP 

A. —The Imperial Bank gives credit to certain specific people and those 
people enjoy that credit. 1 have also got a lot of transactions with the 
imperial Bank but I do not borrow from them. 

Q. —Have you no overdraft account with those banks P 
A .—No overdraft with them nor any hnndi accommodation. I have 
a current account with them and that is helpful to me, especially in this 
way that when I take document pro-notes to them they give me the money 
almost immediately. Perhaps that is a sort of accommodation. 

Q. —Do they discount your bills only to the extent of the current account 
amount? 

A. —No, it is out of all proportion to the amount in the current account. 
It is almost unlimited. 

Q. —Are you satisfied with the accommodation you get from tho Imperial 
Bank with regard to your dealings with them? 

A. —I will thank you not to ask me for an answer on that subject. 

Q. —Have you liad any handicaps in your relations with other bankers 
hereP 

A. —Absolutely none. 

Q. —Have yon always been able to do business with them to your satis¬ 
faction ? 

A. —Yes, with anyone I wanted. 

Q. —Can I take it that it is the same with other indigenous bankers like 
yourself in the town? 

A. —Yes, but it depends on the position, credit and character of tho 
person. 

Q. —Suppose a small money-lender or banker is reported to be good. Ts 
such an indigenous banker able to obtain sufficient accommodation from 
the other banks such as the Imperial Bank and the other joint-stock banksP 
A. —It is so. 

Q .—So you think there is relationship between the indigenous banker 
and the joint-stock hanks and the Imperial BankP 
A. —Yes, there is relationship. 

Q .—Have you been in any way helpful to these banks in places where 
there are no branches of those banksP 
A. —You mean the Imperial BankP 

Q .—That and the joint-stock banks. 

A .—We are not of great help to them, but they are helpful to ns. 

Q. —Are you not helpful to them in the financing of internal trade in 
the interior? Have they passed bills on to you for collection from the 
interior? 

A. —Whenever they come across parties about whom they do not know 
anything and they have reasons to believe that we know about them then 
they write to us confidentially and we supply the information. 

Q .—May I know the system that is adopted by the Imperial Bank and 
the other joint-stock banks in collecting money from places where they 
have no branches or where they have no agents P 

A. —They intimate to the parties and the parties send through post 
or bring to the bank the money. 

Q .—The party in that case has to incur the cost of remittance^ 

A.—Yes, if there is no other way of doing it. 
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<3 .—What m the rate ot interest you generally allow on deposits? 

A.—6 per cent. 

Q.- You say that jou are only u money-lender with jour own capital, 
but you discount liundis and transmit money trom place to plu/c. I isk 
yon to give me your opinion us to whethei such concerns may be called 
merely money-lenders only oi hankers? You say that they do not take 
deposits P 

A.—When I told you that 1 do not take deposits I meant that I do not 
take it m that way, but 1 take it in another form, by means ot kuns. 

Q .—That may he a sort of business which will help jour constituents, 
but I do not think it is the proper function of a banket? 

A. —I beg to lie excused, 1 believe a chit oi a kun is one of the best 
means in which a banker can help himself as well as Ins constituents and 
do an amount ot co-operative work amongst people. 

Q. —I want You to give us j’our independent opinion in order to help 
this Committee. Can the name “hanker” he pioporly applied to them? 

A .—I would honestly style them as hankers. 

Q. —Apait fiom conducting kui is do jou deal in any produceP 

A .—Very little. 

Q .—Occasionally joit do it, I suppose 9 

A.—There is nothing pi eventing me from doing it. 

Q - -Suppo-e jo,i have capital lying idle will. jou. Will jou do it? 

A.—I do not think that a hanker should allow himself to be diverted 
like that. 

Q .—Do you think that it a banker speculates in the pui chase and sale 
of goods it is beneficial to hnn? 

A.—1 do not think it is good. 

Q .—It there is no restiictiou imposed upon hnn do jou not think there 
may lie temptation to do it? Is it not necessnrj that a hanker must entirely 
confine himself to banking business? 

A.—That is my honest belief. 

Q .—Should not bankets take deposits? 

A.—I do not tnke it because I do not want liabilities to mount up against 
me. 

Q .—I am asking this just to know whether they should be called banks 
or merely as inonej-lenders ? 

A.—It is not meiely money-lending. 

Q. —I)o you get j-oui accounts audited at all? 

A.—Mine is a private liank and 1 do not get niy 1 looks audited. 

Q. —Do j’ou think that bunkers should publish their audited balance 
sheet? 

A.—1 think they ought to do it. 

Q .—Suppose the indigenous hankers are going to lie organised and be 
brought uuder u hoard ot registration, will you join such a board 9 

A.—Certainly. I have absolutely no objection to it. 

Q .—You are not auditing jour accounts now. You will then have to 
get your accounts audited? 

,1.—l will certainly do it. 

Q. —Your audited balance sheet will then he published in the newspapers? 

A.—It cun even go to the other end of the earth. 

Q. —Suppose thore is a restriction as to the minimum capital also. You 
are prepared for that also? 

A.—Yes. 

Q .— Yon are financing trade by discounting hundis and advancing money 
on pro-notes P 

A .—Yes. 

—Is there no sjstern of inland bills of exchange? 

Q. —Is there much competition among the indigenous bankers in dis» 
counting hundis P 

A.—No. It is the gold loan banks that are very numerous here. 
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Q .—Have you got any reserve fundP 

A.—I .have earmarked some amount for that purpose. 

Q. —Suppose you change your mind and take deposits freely. I would 
like to know from your experience as a banker for the last 15 years what 
proportion of reserve you should have to keep to the amount of deposits 
you take? 

A —I think it should be 20 per cent. 

Q .—Is it against deposits only P 

I.—All told. 

Q .—What are the negotiable instruments on which you advance money 
for trade purposes? 

A .—What we call the demand pro-note system, and liundis. 

Q. —No hills of exchange? 

A .—I do not issue the bills of exchange but 1 discount any number of 
them. 

Q. —Do you issue cheque books? 

A. —Oh, yes. 

Q —You allow jour customers to draw ou you by cheques? 

A._yes. 

Q .—Do you think that the liundis are playing an important part in the 
commercial transactions of the ritj P 

A. —That is a thing which plays the most important part in the town of 
Calicut. 


Q .—And cheques? 

A.—One of in.v chief businesses is discounting cheques. In the afternoons 
the customers oi the bank cannot have their cheques cashed because the 
banks will he closed. In such eases if the cheques come to me 1 take a 
small discount and I pay the money. 

0 .—Do you pay the money without any suretj-P 

A.—There is no necessity for that. We know the persons with whom 
we have such transactions. 


.—In discounting do you charge anything? 
.—Yes. 


Q .—How much? 

A.—An anna or two for one hundred rupees. 

The Chairman : T take it that you would lie opposed to the suggestion 
that the Imperial Dank and the other bunks should romnin open till lata 
in the evening? 

A.—No. Their business is over by the afternoon. 

31 r. Gojxihi Me nan ; Suppose the Imperial Dank or the other joint-stock 
hanks like the Nedungudi Dank, tor instance, liork in the evening hours for 
the purpose of accommodating those people who could not go to the bank 
during the present office hours. Would you object to that? 

A.—Absolutely not. 

Q .—Do you think that in the Calicut City there is much business in 
that way? 

A.—Oh, yes. It is lining done now and I am doing that. 


'.—Who are the customers generally P 
.—A great many people who have issuod cheques. 


Q .—You discount the cheques after office hours? 

A.—Yes. That is one of my regular lines of business. 

Q. —So, do you think that there is. any necessity for some of these banka 
to keep their doors open in the evening hours not only for the purpose of 
accommodating their own customers but also for the purpose of discounting 
the cheques oi other people? 

A.—That will create an amount of trouble which I suppose you may 
not be able to meet easily. 


Q. —How? 

A. —If, for instance, a man brings a cheque for Rs. 5,000 the bank may 
not have cash with it. 
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Q. —Such men will go to the banks during office hours. I want to know 
why there should not be evening banks working for the smaller men who 
eould not find the time to go to the banks during the office hours ? 

A.—Suppose fifty cheques, each for Its. 100, arc issued. That certainly 
will create difficulties. 1 am only telling you how an arrangement like 
that will create a deal of difficulties. 

0.—But at the same time you will l>e getting deposits also. I am 
speudng from the point of view of the people who could not go to the bank 
during the office hours. 

A.—If there are such banks they may be helpful to some. 

Q. —Do you lend money on open accounts without the intervention of 
these negotiable instruments? Suppose a customer conies to you and says 
“Give me a thousand rupees.” l)o you lend him that amount by merely 
debiting the amount in the account? 

A. —I ask him simply to sign my account book and I give him the money. 

Q .—For what period do you lend him? 

A .—No time is fixed. He can pay at any time and I can demand the 
amount from him ut any time. 

Q. —Do you encourage the liahit of taking a hundi from that man and 
discount it with other people ill order that you may get more money to 
put into your business? 

A. —The man takes a thousand rupees from me and promises to pay 
on a certain dutc. At the end oi the period agreed upon I ask him whether 
he will pay inc the money. Jf he says that he has no money to pay me 
on the due dute, I usk him whether he lias any objection to converting 
it into a hundi and he will have no objection. 

X .—And with that you carry on your transaction? 

.—That is my business. Only if he does not honour on the due dato 
I will have difficulty. 

Q .—You do not object to that sort of financing? 

A.—No. It helps him and it helps me. 

Q .—Suppose the man is unable to pay on the due date. How will you 
moot the hundi? 

A.—I will meet it myself to save my honour. Strict business would mean 
that if the man fails to pay on the due date 1 should ran him through the 
guuntlct immediately. But there is the humanity in us and sometimes we 
give liiiu an extension or if he is only able to pay Rs. 800 we receive the 
amount and allow' him some time, though strict business would demand that 
the bill should bo protested and that the money should be realised or the 
man should be thrown out of the pule of trade. 

Q. —Apart from all that would it not help you in your business dealings, 
if you take a hundi, discouut it and get cash against it and then again lend 
the money? 

A.—I would insist that in 99 cases out of a hundred the man pays on the 
duo dato. 

Q. —You may insist on that. But my point is whether you cannot get 
money by discounting it aud lend it again? 

A.—Yes, that is what I axu doing. 

Q, —Has the cheque habit increased after the abolition of the duty on 
cheques? 

A.—My answer may not quite help you. It is this way. So far as Calicut 
is concerned no doubt there is a tendency for the cheque habit to increase. 
I think it has considerably increased after the dropping of the anna stamp. 
I think it ought to bo continued. 

.—Are your cheques issued iu the vernacular or in English? 

—I invariably issue the cheques in English. 

S .—Do all your customers issue cheques iu the vernacular or in English? 
.—Most of them use the Euglish cheques but there are some who also 
Use the vernacular. 

Q.—Has there been any difficulty with regard to the vernacular cheques? 

A.—No. 
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Q .—Tun discount both dharsan hundis and usance hundis. Are they 
drawn by the merchants or are they drawn hy the private people P 
A.— They are drawn only by the merchants. 

J .—So the commission agents draw hundis P 
.—Yes. 

Q .—What is the security you take in the case of a hundi drawn by a 
commission agent for goods purchased and despatched to the niufas&al 
merchants P 

A.—If he does that business he ought to give me a railway receipt. 

Q. —What are the instruments relating to ownership of goods and produce 
on which you advance money P 

A.—The railway receipt is the only one on which wo make an advance. 
Q .—Do you advance on dock warrants P 

A.—There are a very few cases in which I took a security bond where 
the man to whom I make tho advance states that he will pay me that 
amount. 

Q. —Is it something like a vurthamana pathram? 

A.—Yes. Where railway receipts are taken nothing else is necessary. 
Q.—You advance money on railway receipts along with security bonds P 
A.—Yes. 

Q .—Not on hills of lading P 
A.—On bills of lading also. 

Q. —On warehouse receipts? 

A.—No. 


Q .—Do you advance money on insurance policy? 

A.—1 have done so in a very few cases. 

Q .—Have you advanced money on delivery orders of merchants for goods 
lying in the godowns and take delivery of the goods? 

A.—I have not done it except in two cases. 

Q .—Are not the Multauls doing that sort of business in the city? 

A.—1 think they are doing. 

Q .—What I want to know is whether you have experienced any difficulty 
in financing on these documents P 

A.—It is after all the honesty and the standing of the man that coants 
if we are to advance money to him. 

Q .—The man may be honest and your intentions may be all right but 
something might creep in between the time of delivery and the payment 
of cash. Do you not think so? 

A.—I have not experienced any such difficulty. 

Q .—In regard to the railway receipts huve you heard of any case in which 
the man who obtained an advance on the railway receipt got tie goods from 
the railway company on the execution of an indemnity bond? 

A.—None that I know of. 


Q ,—Do you not think that in order to protect the bankers the railway 
companies should be made to recognize the bankers’ lien on these goods 
before the actual delivery? 

A.—That is absolutely necessary. 

Q .—So you want the bankers to l>e protected in that wayP 
A.—Yes. 


0 .—The railway company should recognize the hankers’ lien on those 
goods before making the actual delivery P 

A.—We actually rely upon that thing now and hence we advance money 
on railway receipts. 


.—Now railway companies can deliver goods by taking an indemnity 
even if bankers have a lien upon those goods? 

A.—They can do it but they ougnt not to do it. 


Q.—You therefore think that the bankers should be protected in that 
way in order that they may do things freely P 
A.—That is very important. 
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Q, —Hare yon experienced any handicaps in accepting railyvay receipts 
as titles to property P 

A.—So far I have experienced none. 

Q .—As a banker do you want the various risk note forms to be modified 
in order that you may get a firmer hold on the goods? 

A.—I want that the authorities should he made responsible ior loss of 
any description that might take place during the transmission. 

Q .—But is it not the consignei who goes to the railway and asks for 
a risk form like the C form? 

A. —I want that the railway authouties should insist upon the man 
paying the full value and then take the lesponsibility. 

Q .—Will not the freight (haiges be higher then? 

A.—The charges may be greater, but here there will not be that (heat¬ 
ing which in the ather case exists. In no case we had anv such difficnlty, 
but the difficulties might occur at anv time To prevent such a possibility 
it may be necessary and I think that it will be better if the rnifway com¬ 
panies would come to out help in this matter. 

0 —You think that the question must he enquned into? 

A —Oh, yes. 

—Have vou had at any time suiplus funds? 

—Only ioi about a month or so hut not otherwise 

Q .—On such occasions what do you do with vour cash® 

A.—We leave the amount in one of the hanks, either the lmpori.il Bank 
or the Nedungndi Bank. 

Q .—You do not lend it out of the distiict? 

A.—No. 


Q —Have you been able alwavs to meet all the demands that were made 
upon sou b\ good customers? Have you had at anv tune to refuse? 

A—I have not had to lefuse in all cases If theie were cases in which 
I had tefused it was not because that 1 was short of money but because I 
was not satisfied with the soundness of the advances. 

Q —Have you evpenenced anv competition between the indigenous 
bankers and the joint-stock banks? 

A.—I think that thes are doing independent line® of business. 

Q .—What T want to know is whether there is a cutting of the rates? 

A.—There was a cutting ol the rate hut now it has ceased to exist be¬ 
cause the Multanis have founed into a syndicate. But before that there 
was an unhealthy coni|>etition 

Q. —I want to know whether it exists as between the joint-stock banks 
and the Multan ib? 

A —The Multanis stand aloof and they happen to be the people who 
have the largest volume of business enjoying as they do credit to the extent 
of Rs. 20 lakhs yvith the Imperial Bank and so among themselves they form 
a syndicate. 

Q. —Suppose it is annnged that the indigenous bankers should charge 
only a certain percentage ovei the hank late, do you think that it would be 
successful? 

A—It will be eminently satisfactory and immensely useful. 

Q, —You have no objection to that? 

A. —Absolutely none. 

Q .—What extra percentage over the bank rate do you charge on your 
loans P 

A.—It will be 6 per cent above the bank rate. That is because I do not 
have any accommodation with the Imperial Bank. The Imperial Bank 
charges the Multani 6 per cent and he charges us 9 per cent and naturally 
therefore our rate is 12 per cent or 6 per cent over the Imperial Bank rate 

Q .—You have no overdiaft with the Imperial Bank? 

A.—No. 

Q .—Therefore you take from the Multanis at 3 per cent above the bank 
rate and you charge 3 per cent over that? 

A. —When I had credit with the Imperial Bank I charged only 3 i or cent 
above the rate at which the bank lent to me. 
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(}.— Have you any suggestions to make for improving the method of 
organisation for lending or borrowing so far as the indigenous bankers are 
concerned ? 

A.—if every indigenous banker will publish his accounts and allow them 
to be audited, his Btatus and position wifi l>e known very well and the bigger 
banks will be able to accommodate him to the extent his business will admit. 

Q .—And they can lend at a certain fixed rate above tlio ordinary lend* 
ing rate of the money market? 

A. —Yes, and also allow them a reasonable rate of interest. Tn the case 
of the Imperial Bank it docs charge the aame rate for all people. 

Q .—Does it not depend upon the status and the financial standing of 
the party? 

A .—I do not believe in that. I know of cases o r people with very large 
resources not being charged the same rate which others of the same re¬ 
sources are charged. L do not think it goes by the status. It goes I think 
only by the volume of business they have. 

Q .—Do you not know that the Multanis arc carrying on an all-India 
business and that therefore unless the Imperial Bank gives them a special 
rate do you think that the Imperial Bank will be able to retain their custom? 

A .—l know the whole reason very well. But yet theio exists now a 
difference of 2 per cent and it mn.v lie made a little less. 

Q .—Your opinion' is that there should ho an arrangement brought into 
existence by which the indigenous and other bankers should make their 
advances at a certain fixed jiereentage ubovc the Imperial Bank rate to 
regularise the lending rate in the money market? 

A. —Yes. 

(The witness then withdrew.) 





Wednesday, 12th February 1930, 
CALICUT. 


Pbiiixt : 

Mr. H. M. Hood, l.C.R. (I'hairtnan). 

Mr. C. Govat.a Mknon, m.j..o 

Diwnn Duliackir B. Mvsiswami Nayvdt. b.a.. b.l.. 
Khan Bahadur Hajjeew Svi.tvn Mhu< mb Sahib Bahadur, 


M.R.Ry. M. LAKSHMAWAN CHET PIS'AR Avargal, 
Representative, A.L.A.R. Bank, Calient. 


t 


Oral evidenoe. 

The Chon man : You arc the representative of the A. L. A. R. BankP 
A.—Yes. 

Mr. Ilamreil Sultan Mm nan What kind ol business are you doing? 

A —We lend on pro-notes and we are also conducting kuris. 

(f .—Wliat is the amount ol your < npital - 1 

A. —Rupees 1J lakhs transactions. Oui capital is onl\ Ils. 21.000. 

).—What is the rate of interest that you charge on loans '» 

-The rate ranges fioin 12 annas to Rs. 1-4-0 a month. 

(J .—Rupees 1-4-0 is the maximum rate* 

A. —Yes. that is lor the public. But in the kuri system the rate is Re. 1 
or 12 per cent. 

Q .—What is the rate ol interest for money lent on pro-notes and what 
is the rate ol interest that is written on the pro-note ■* 

A .—1 do not know the Malaya lam language. The pro-notes are written 
in Mulayalnm and the rate is Rs. 1-4-0 or 15 per cent. 

Q .—In Coimbatore we were told that the practice is to give one rate in the 
pro-note and charge another Is there such a case here also - ' 

A,—We write only the actual rate in the pro-note. 

O.—Are the loans repaid in time? 

A. —It is only m some cases that we have to go to the court and get a 
decree and all that 

O .—What is the percentage ol transactions that lead to the court? 

.1.—I rannot say. 

O.—Do you lend oil mortgage? 

1.—About Rs. 50,(XXI are outstanding having tieen lent on mortgages 
and even the properties hare not lieen got. Everything is in the decree 
stage. fio wo do not now give any more loans on mortgage of lands. But 
•we give on the pledge of jewellery. 

Q .—How many Nattukottai Chettis are there in Calicut? 

A. —Only the A. L. A. R. Bank. 

0.—Is the kandu system prevalent here? 

A. —No, except in the cbrc of tlie A. L. A. R. Bank who ns the proprietors 
of the Knllai mills give money to the coolies working in the mills only oa 
monthly payment system. 

jl.—How many coolies are there? 

-There are about a thousand coolies. 
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Q .—Do you know anything about the kandu system prevailing in the 
Coimbatore district. There they write m the pro-note 36 per cent interest 
but get only 18 per oentP 

A.—I have no idea of that system prevailing here, I am not doing that 
business. 

Mr. Gopala Menon You arc running chits in the town of Calicut? 

A.—Yes. 


».—What kind of chits? 

..—Theie are fire hundred chits and the value foi each chit is Rs. 6. 


—How many chits do you actually draw? 

.—Even though there nre 600 people vie draw only 300 chits. 

J .—Monthly drawn? 

—Yes, 

Q. —You draw only 300? 

A.—Some people fall m arrears and they will get it m the end the sum 
they have already paid. 

-What is the name of that ktni? 

1.—The prise kun 
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Q. —You sav that theie are only three hundred chttholders paying month¬ 
ly hve inpees and that fifty chits are drawn. After fiftv instalments do you 
draw chits or only make settlements afteiwaids? 

A —Only fifty chits aie diawn Afterwnids we pav to othei people and 
settle the accounts 


The Chanmun What is the value of the chit? 

A .—Till the fiftieth month we pay each man Rs 2.50. 

Q .—You pny them only what they have nctuulls paid? 

A. —In addition to what they have paid we give them another thiee 
rupees 

Q .—You pa\ hack Rs. 253“ 

A —Yes. 

Q —The last man in tlie forts-ninetli month gets onls Rs 250 ^ 

A.—Out nf that sum he has to pas the amount loi that month. 

Mr. Gopala Menon How do you pay to the lost oi the people aftei fifty 
months P 

A.—To the remaining people we pay accoiiling to their convenience. 
Generally we give them daily. 

The Chairman Do you give them daily® 

A —When they come and ask us we pay 


Q .—You get Rs. 2,500 Out of that yon pav only Rs 250 Whnt do 
you do with the remainder? 

A —That money is put into our bank 


.—You are enimng interest upon it? 
.—Yes. 


Mr Gopala Menon Who started this? 

A.— i do not know 

O .—Are many people doing thisP 
A —I do not know. 

Q .—You run only this kind of chitP 

A.—I have no experience of other chits. I cannot say anything about it. 

The Chairman: How many chits are you running at the present day? 
A.—Only one; even though there are five hundred members only throe 
hundred people pay regularly. 

Q .—Rupees 2,500 is collected out of which Re. 250 is paid to the winner 
and the other is pnt into the bank and it carries an interest? 

A.—Yea. 

O.—Yon are taking the interest for yourselves? 

A.—Yea. 
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3.—To which tnill coolies are you giving on kandu system? 

[.—We give to coolies employed m the Malahar Spinning uiul Weav¬ 
ing Company at Kallai. Mr. A. L. A. II. Somasundaram Chettiyar is 
the proprietor. 

-Do you give them on kandu system? 

-We give on two joint signatures. 

Q .—You are lending money to the coolies and deducting money fioiu the 
salary? 

A. —Yes, with their permission, 

,—Why do you lend them? 

.—For their demands. 

Q .—For what purpose'"' 

A .—For tlieii urgent necessity. 

).—You are lending Its. 90 and taking a pio-note foi Its 100 f 
[.—No. We pay to the coolies a sum ol Its. 25 oi Its. 30 on ly. 

).—What is the rate? 

.—One rupee and lour annas, 15 pei cent 

Q. —What exactly happens ? 

.4.—He wittes a pio-note and at the end ot the month lie will ic-puy a 
small sum. 


Q .—Is that kandu system" 1 

A. —Yes; moncj is recoveied only monthly. 

Q .—Do you take interest while paying money t 

A.—We do not deduct anything as niteiest wlnV pining the amount. 
We pay the actual amount and collect the principal with interest in the 
end. 


Q .—What rate pei cent? 

A .—15 per cent. 

O .—Then why do you retei to the kandu system"' 

.4.—1 know nothing aliout kandu system. 

Q .—Have you got credit with A. L. A. 11. Hank at Madias'-' 
.4. —No. The Madras office has no connexion with this office. 


Q.—Are you trading m that vilasam? 

A.—Yes. A. L. A. II. lirm m Madras gets 75 per cent ot the profits and 
Soinasunduram Chctti gets 25 per cent of the profits 

CTlio witness then withdrew.) 
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Oral evidence. * 

The Ckuirmon : Mr. Madhavau, what is your lino of business? 

A .—Dry fish uiid fish manure and also fish oil. 

(J .—You are working on your own capital ? 

A.—l am working on my own capital which is uhout Its. 200. 

0.—You advance money to fishermen? 

A.— Yes. 

U .—Ou what security do you advance that money? 

A. —On the mortgage of their boats and nets. 

O .—Is that mortgage of any use? 

A.—If they luortguge their boats and nets they should soli all their fish 
to me alone. 

Q. —How can you enforce the security? 

A. —1 can attach the lioats aud nets. 


Q .—What will be the value oi the boat? 

A. —Two boats and nets will be valued at Rs. 2,000. 

Q .—What will be the value of the net? 

A.—There will be five or sis nets for a boat aud there ure nets of dif¬ 
ferent varieties. 

Q .—How can you get the money hack? 

A. —If there is no catch of fish 1 shall have to wait. 


Q .—Are these fishermen much in debt? 

A.—Most of them ure in debt. Even we merchants are also involved in 
debt. 

Q .—To whom? 

A.—For doing this business we will not have enough money uiid we get 
the money from the hundi merchants at 24 per cent, 06 per cent and some¬ 
times even 48 per cent interest. 

Q ,—For what purposes? 

A. —My place of business is Cannanore. but suppose T hear that there 
is a good catch of fish at Tellicberry then ] at once go to Tellicherry to pur¬ 
chase that. I do not know the fishermen there and 1 can only purchase the 
fish for cash and for that I may want money. Hence 1 am obliged to borrow 
from these hundi merchants. 
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0 .—From whom do you borrow? 

A.—There are hundi merchants and 1 borrow i'rom them. 

Q .—Are they Multanis? 

1 . —Multanis and Mappillas. 

U .—On what security P 

A .—Personally 1 have a credit with a Muilaui to tho extent oi Rupee* 
1,600. It is purely personal credit. 

Q .—What form does it take? 

A .—1 sign a hundi paper lor the lull amount and get from him the 
balance after deducting three months’ interest in advance. Suppose I 
execute a huudi for Rs. 1,500. Then 1 get Rs. 1,500 less tho interest on that 
amount at the stipulated rate lor three months. 

The Chairman-. How is it done? 

A .—He first deducts the interest for three mouths but the hundi is drawn 
for the full amount. 
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—Is it a pro-note or a hundi P 
—It ib u hundi. 


Mr. (Jujjuhi Menon : Is it written on hundi paper? 

.1.—Yes. Like other business transactions «e are unable to get any 
advance iroin tho banks on the railway receipt or the bill of ladingp 

The Choinnun . You say that the money-lender advances money at any¬ 
thing up to 48 per cent interest. Hoes the hundi state the interestP 

A. —No. 

O .—You promise to pay the moiievP 

.1.—Yes. 

Q .—If you do not pay what happens.' 

. 1 . —The hundi executed by us will be discounted hi the bank with which 
they huve transactions and we will get previous notice to the effect that we 
should honour the hundi on the due date, if I lull to pay on the due date, 
the Multuui will pay the amount and take action ugaiost me. 

Mr. 6'opo/o Menon : l)o you renew the hundis in such cases? 

.1.—Yes, we go to the Multaui and ask him for an extension of time. 

The Chairman : Ho you pay interest oil that also? 

.1.—Yes. Here also as in the original hundi the interest lor three months 
is deducted in advance. 


y.—How is the fisherman financed? 

.1.—In order to secure supplies of fish 1 go to the fisherman boatowner 
and give him Us. 200 in advance and ask him to confine his business to me 
ulone and on this amount I receive no interest at all. 

Q .—He sells all the fish to youP 

.1.—Not all. He only sells those fish which can lie exported to Colombo. 
Mr. Cojiaiu Menon: Is that a big business bv itself? 

A. —Yes. 


i.—What is the quantity of fish you dry und export to Colombo? 
.—1 cannot give a definite answer. It depends all on the eutehes. 


Q .—How many tishermeu are there of the kind who export fish to 
Colombo? 

A .—xVbout 50 to 00. 


The Chairman : You ure advancing money to the fishermen to give a 
certain part of the catch to you. Where does he sell the restP 

A.—He can sell that anywhere ho likes. 

Q .—'To whom does lie sell? 

A.—lu the fish-curing yards the ticket-holders are tho fishwomen and 
they go and purchase the fish. Uut they do not buy the fish directly from 
the fishermen. There is the middleman tatwoen the fishermen and the fish- 
women ticket-holders in tho fisli-curing yards. That middleman gets one 
rupee for the supply of fish for R-s. 10. The middleman purchases the 
fish from the fisherman and delivers it to these womenfolk. 

Mr. Muniswami Nayudu: Who gives that moneyP 

A.—The fishwomen. 
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The Chairman : Does the middleman give advances to the fishermen P 

A.—No. The middleman must always keep with him at least Rs. 200 
in order to purchase the fish and the fish is sold on three days’ credit to the 
fish women. The middleman is able to get the money from the womenfolk 
only three days after the delivery of the fish. To ensure the supply of 
the fish by the fisherman the middleman has to keep at least a sum 
of Be. 200 with him to finance the business. 

0.—He buys for cash from the fisherman? 

1.—Yes. 


!.—The fishwoman buys on credit? 

..—Yes, for three days’ credit. 

i.—Who is this fishwoman? Is she the fisherman's wife? 
.—She is a ticket-holder iu tlio fish-curing yard. 


(J. —Do their husbands go and catch fish? 

A.—Yes, their husbands also catch fish. They go with their own boats 
if they have their own, or work in other men’s boats for which they get u 
proportion of the daily catches. 

O.— Why? ■ 

A .—It is because the middleman pays cash to the fisherman and gives 
the fish on credit to the fishwoman. 

Q. —The middleman gets 10 por cent on the money he has invested for 
three days? 

A. —Yes. The maximum period of credit allowed for the payment by 
the fishwoman is one week. 


Mr. GojKila Men on : What profit do these iemules get out of these 
transactions? 

.4.—After meeting all the interest and other churgcs they hardly make 
any profit on the transactions. But that is their profession and they uie 
currying on the trade. 

J .—Are they not taking a great risk in lending money to the femulesP 
.—They are charging 10 per cent for three days. 

The Chairman: What are the females doing? 

A .—The curing is done by the females. 

Q .—Where do they cure it? 

A.—They cure fish only in the fish-curing yard. 

Q .—Under the supervision of the Fisheries Department? 

A.—Yes. 


—Does not that cost them much? 

.—On account of the increase in the price of salt it costs them moreP 

!.—Any other charges besides salt? 

..—I do not want to say anything further. 

!.■—Any rent to the ground? 

..—No rent. 


Q .—Do the fish-curing yard deduct the profit on sales? 

A.—There is a cess on the salt at the rate of two pies per mauud. That 
is the remuneration for Government in allowing these people to use the 
sheds provided for them. They recover the value of the shed from the 
women like this. 


Mr. Uopala Me non: Who thatches the shed afterwards? 

A.—It is their business. They are given tickets and they can use the 

shed. 
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0.—What fee is paid for itf 

A.—Nothing. If any default is made in the way of utilising the salt for 
curing Ash they will lose their ticket. 

Sir, Munitwami Nayudu: Do the officers insist upon the women using 
the whole salt? 

A .—They must use the whole quantity. They should not leave anything 
behind in the shed. 

The Chairman: Why does the Sub-Inspector come in ? 

A .—To come and see whether they have used the whole salt and to see 
whether they have taken any quantity outside. 

O .—What is the objection? 

A.—Because they are givon ‘duty free Ralt.’ If the Sub-Inspector finds 
that the whole salt is not utilised for curing, he will cancel the licence. 

Q .—Are there co-operative societies? 

A.—Yea. 


J .—What are they doing? 

.—The boat-owners take loans from the co-operative societies. When¬ 
ever the boatmen find that they want extra money they borrow from people 
like us. 


Q .—At what rate do they borrow from the money-lender? 

A.—Suppose a boatowner takes a loan of Rs. 300, If he gets fish for 
Rs. 30, he has to pay Rs. 15 for the workmen varying in number from 12 
to 16. Out of the remaining Rs. 15 he has to pay to the money-lender a 
sum equal to what one of his workman got on that day. This is what he has 
to pay for the loan of Rs. 300 he has taken, instead of the ordinary interest. 

0 .—How will the capital then be liquidated? 

A.—The capital remains there. He gets for interest a share of the 
profits from the workmen get as coolie. 

O .—Then how do the fishermen live? 

.4.—Three hundred rupees is made as advance to the boatmen. 

Q .—Then how do the liontinen live? 

A.—Half the amount is for the 1 mat men and half the amount for the 
fishermen. 

Q .—To whom does the boat belong? 

A.—They borrow money and make or purchase boats. They give a 
share to the nmney-lender as interest. 

Q .—What for? 

A.—As interest on the sum borrowed. 


Q .—The boatowner is a different man ? 

A.—There arc three parties. 

J .—Who is the third party P 

.—There are three parties, (1) the boatowner, (2) the fishermen (work¬ 
men) and (3) the money-lender. 


Q —What is the money-lender doing P 

.4.—He simply gives money to the boatowner. 


0.—Where does*the money-lender come in? 

A.—The boatowner has no money. The fisherman goes and gets fish. He 
is indebted to the boatowner. 


WhyP 

.—For his expenses. 

>.—But he sells the fish to somebody elseP 
.—Yes; but half the share is paid to the boatowner, 
l—Are there boatowners who are not in debts? 

1,—There may be one out of one hundred. 


f 


.—Who is leading the money ? 

,—They go end narrow from the people who hare got money. 


h —Are there MultanisP 

.—He goes to residents in the locality who have got spare cash and gets 
money from then). Most of them are fishermen and Mappillns. 


I 


,—At what vote? 

.—They don’t pay any interest. 


J .—Interest in kind? 

.—Yes. They pay a sum equal to what one nt their workmen gets a 
day instead of paying the ordinary interest. 

O.—Are yon a hontowncr ? 

A.—No. 

Q .—You are advancing money to the fishermen and getting a share ol 
the profits? 

A.—Yes. 

.—Do they lend money directly to the fishermen i 

.—They give money directly to the bontowner and not to the fisher¬ 
men. 

Q .—The boatownev first lionotvs money and lie gives it to fishermen 
He gets fish and sells it to somebody else? 

.4.—The boatowner takes hold of the fish and he sells Fie takes halt 
the amount and distributes the rest to the fishermen. 

(The witness then withdrew.) 
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MJl.Ry. A. K. MENON Avargal, B.A., F.C.S., The Kerala 
Boap Factory, Callout. 


Oval evidence.* 

The Chairman : You arc interested in the Kernln Soap Facton ? 
.4.—Yes. 


t 


.—Who is running itP 
.—The Government. 


O .—Are there any other private firms doing the same business? 

.4.—There are lots of small people in different parts of the district who 
manufacture very small quantities of soaps. Unfortunately their work is 
carried on not in a scientific or organised fashion. There is one factory in 
Calicut started by one of my assistants. But it is suffering from want of 
funds. 

y.—How are they financed? 

A .—They borrow from the Multanis. 


i 


.—At what rate? 

—They borrow at 15, 20 and even .TO per cent. 


J . —Does it pay? 

.—The man who takes to the manufacture of soaps in a small way may 
make at the most only a meagre living out of it. But there are smaller plnces 
where the people are able to make from Rs. 20 to Rs. 30 a month. Generally, 
nothing is done in an organised way, the quality of the soap is very poor 
and very adulterated with water and things like that. 

J . —What are the terms on which the Multani is financing these people? 

.—On the average he charges an interest of from 24 to 30 per cent. 

J .—What security does he getP 
.—Nothing. He takes some risk. 

Q .—What oil do you use for making the soap? 

A.—Coconut oil. That is the chief oil here. 

O .—Where do you get it from? 

A .—There are a number of oil mills in Calicut and Cochin from where ire 
get it. 

Q. —Do you have to pay cash for it? 

A. —We pay cash after receipt of goods; we have no difficulty about that. 
The private firms get it on credit. But generally the oil mills do not give 
much credit unless they know the firms somewhat. If they have been once 
cheated, never again will they allow credit. Further, they have got to pay 
for the materials such as copra and for that they require money and so 
they cannot afford to give long credit. 


For written evidence, vide pages 1223—1229. Yol. TIT. 

73 
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Mr. Qopala Menon: In your memorandum on the coir industry you state 
that the financing is mostly done by the middlemen. May I know the system 
adopted in the matter of financing P 

A.—These middlemen who are mostly Mappilla merchants advance to the 
petty dealers as well as to certain other classes of people money at a rate 
of interest ranging from 12 to 15 per cent. They go to the shopkeepers 
who collect the yam and they advance money on that up to Rs. 100 and 
charge them an interest of 12 to 15 per cent. They also charge a commission 
of Rs. 2 per candy. Sometimes they get the materials from the shopkeeper 
without advancing any money. There are two or three people like that in 
Calicut. 

Q .—Are they the middlemen called the brokers? 

A.—Yes. 

Q .—You say that they buy from the shopkeepers. May I know whether 
these people go into the interior for collecting yarn or are they brought to 
the city? 

A .—Most of the shopkeepers themselves are dealers in coconuts. They 
give the husk to some of the women for soaking and sometimes they buy 
the fibre also. 

f .—Do they also give any advance in the shape of money P 
.—They give the husk to these women who in return bring the fibre or 
the yarn ? for which they are paid in kind such as coconut oil, rice, or any 
other thing for their household requirements. They are paid very seldom 
in cash. 


O .—Is that sort of financing by exchange of commodities advantageous 
to the women P 

A.—I do not think so, because they do not get the full value. If money 
were given to them they would be able to purchase their requirements at a 
cheaper rate than that charged by these shopkeeper. 

0.—Do you therefore think that they are played upon by the shopkeepers ? 

A.—Yes, that is my idea. 


Q .—Is the quantity exported from Calicut port enormous? 

A.—Yes. 

O .—Do these brokers go to the interior to get the materials p 
A.—No. The customers are agents take the materials to the shop-keepers 
here. 


Q .—What I want to know is whether these brokers advance money to 
them and take a contract? 

A.—Yes, they do. In many coses they do like that and advance money 
up to its. 500, on which they charge interest at 12 to 15 per cent and also 
a commission of Rs. 2 por candy when they Hell the yarn to the export houses. 

Q .—In that way I believe the yarn is brought into the city from various 
places in Malabar? 

A.—Yes. 

Q .—I wish to know whether any of these shopkeepers sell direct to the 
export houses or is it always done through the brokers P 

A.—It is always done through these brokers. 

Q .—Then these export houses have.got special brokers to go and make 
forward contracts for the supply of yarnP 

A.—Yes. 

& ,—Is there any guarantee on the part of these brokers to supply goods 
e export houses at a particular time? 

A. —The guarantee has reference to the supply of yarn at a particular 
time and it should be of a particular quality and there is reference also to 
the quantity. 

Q .—Are they guaranteed brokers? 

A.—Yas. 

Q .—Are they the deUertdere broken to do this business for the export 
houses P 

A.—Yes, These export houses give them about 50 per cent as advance 
so that they may help the smaller men. 
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Q ,—Co you think whether it is possible to protect these brokers who are 
engaged in the coir industry and who supply to the shopkeepeis irom their 
not getting a lull share oi their value P 

A. —In regard to that 1 think that the co-operative movement should 
come to their aid. 

).—Is there not a co-operative society working m that direction P 
.1.—They are just working a society and it is being developed. So lar 
its progress has been slow but later on they have an idea ot developing it 
in every village, by starting branches oi the central society to advance money 
to the women, collect their produce and sell it for them. 

-You therefore think that this business is not now well organised P 
-Yes, in the sense that the poor women who are the workers are not 
properly remunerated. 

Q .—Have you any suggestions to make to organize this industry except 
through the co-eperative society P 

A. —It is an industry which should bo taken up by the Government 
through the co-operative society. There is no other suggestion that 1 can 
think of. 

Q. —Whut 1 mean is this. Can we huve warehouses constiucted and make 
these various small men engaged in the industry to bring their goods to the 
warehouses and keep them there and on which an advance to be made to 
them to tide over difficulties until a proper market is found out? 

A .—Quite so. That is what is done by the middleman at present. Hence 
if we can find a substitute to the middleman, who will be more generous to 
the shopkeepeis it will be better to the producers. 

(J. —So, would it prove advantageous if the co-operative societies were 
to undertake the manufacture ot coir, the supeivision work, tunning of 
godowns, getting the things to the godowns, and aiterwards selling them to 
the export houses? 

A .—Certainly. 

Q .—Instead of the co-operative societies actually undertaking the 
manufacture of the things, do you think that it is better for them to 
construct godowns, collect the materials from different sources and then 
sell to the export houses m order to protect the workers in the industry? 
1 suppose that also could be done? 

A. —Yes. 

Q. —So you do not think any banks are rendering any help to these shop¬ 
keepers or to the small industrialists in this direction? 

A. —No. It is only when the middlemen want to ship the consignments 
that the banks come to their help. 

Q .—Are there various kinds of coir? 

A.—There are different grades, the soaked quality which is the superior 
one and which comes from Badagara and Pandalayani, and the unsoaked 
variety which comes from Kadalundi. In regard to the latter the husk is 
not soaked and the quality is much inferior, thicker and rather dark. 
There is demand for both these qualities, and by looking at them the 
export houses know which is the interior variety and which is the superior 
and the export houses grade these. 

0. —They aie not, I take it, supplied to the export houses after being 
graded P 
A.—No. 

.—Who does the grading for the exporting houses P 
.—The middleman. 


t 

Q .—The middleman gets a profit in that way also? 
A.—Yes. 


Q-—If the preparation for the market is done prior to the sale through 
the middleman, do you not think that the workers in the industry would 
make a better profit? 

A.—Yes, As*it is, sometimes there is an opportunity for the middleman 
not to give the real price to the worker by saying that his yarn does not be¬ 
long to the proper variety, so that if there is a separate agency which could 
sort out the various grades and give a price according to the grades, it will 
be a little better. 



680 


6.—You think that oould not be done in the godown, and ttwrofoie you 
want another agency to prepare the article for the market 1 » IP 
A.— 1 That will be better. . 

Q —Do you think that the co-operative societies could do that in addition 

to the work of taking the goods into the godowiwP , K ervices of 

A_Thev could undertake that work also but that require* the seivices t 

a man who hw tte experience in sorting coir. This class of people is avail¬ 
able in Calicut. Some of the people in the industry, belonging to the Thiya 
comm unity, know all about the sorting and the co-operative societies can 
engage them on a reasonable salary in order ^ P rot f^ l the w0,ke,li ,n thu 
industry to ensure their getting a fair share on the produce. 

Q— It is submitted by the District Co-operative Bank that with regard 
to the marketing conditions there is a difficulty of Retting into touch with 
the foreign markets. Are you not uwaro that sueli inlormution can ho 
obtained through the High Commissioner or the Indian irade ( onmiissioner 
stationed in London? 

A.—Yes. 


£>.—What is the difficulty there referred to? 

A._We want more trade commissioners in places like Ooriiiany and 

France. 

q. _But till now it is managed through the Trade Commissioner in 

London who gets the information after corresponding with the mercantile 
houses in South Africa and other places? 

A.—1 do not think that anything has lieeii done in the wiij of doing 
business in coir with the other places. 

Q.—yth at 1 wish to know is whether any Indian exporter got into touch 
with the Trade Commissioner in London in that direction? 

A.—1 do not think that anybody has done so far. 

Q .—Apart from the necessity of having more trade commissioners is it 
possible now for the exporters to get information through the Trade Commis¬ 
sioner in London? 

A.—Yes. 


Q ,—We are much obliged to you for the other memorandum you liuve sub¬ 
mitted on the urban investigation in the city ol Calicut. Are you sure that 
none of these Indian-managed joint-stock hanks are lending on landed secu¬ 
rity or house property ? 

A.—At present they are not doing it. 

—You say that there arc different kinds of banks liore, the Imperial 
, the Indian-managed joint-stock bnuks and the exchange hanks. Don't 
the two latter depend on the Imperial Bank lor their final credit? 

A.—No, I do not think no, because I know some of the Indian-managed 
joint-stock hanks do not have anything to do witli the Imperial Bank which 
may not lend money to them iierhaps for some reason or other. I am not 
quite sure of that. 

Q .—May I know ou what generally the lending rate of other banks such 
as the Indian-managed joiut-stock banks and the indigeuous hunkers depends 
in this city? 

A.—For loans of course the interest lunges from 7 to 9 per rent and some¬ 
times it goes to 12 per cent even. The Indian-managed joint-stock banks 
charge high. 

ii -—May I know whether that rule has any relation to the Imperial Hank 
rate? 

A.—It has nothing to do with that. They fix the rate according to the, 
amount of the loans they give, the kind of persons to whom they give and 
the security offered. 


Q -—You say that loans ure given on perishables as well as on non- 
perishables ? 

A.—Loans are given only on non-perishables. 

0.—What centage of advances are made on these non-periahsbles? 

A.—From 60 to 80 per cent. 

Q' That will dejiend on the stability of the party I presume? You say 
that even 90 per cent is advanced. Is that correct? 

A.—Yes. Security also counts. 



Q .—Is it done liy means of hundis or pro-notes? 

A.—They have got a letter of agreement. It is done on that 01 
of course the money is advanced after the goods are taken into the 
of the banks. 


Q .—On the due date if the amount is not paid, you say that t 
will ho sold in auction. But may I know whether the parties are n 
an extension and a chance of paying the amount P 

A,—It is not the practice now. It is not done always. 

Q .—What is usually the percentage of advance made on coir and s.'iii- 
lur articles P 

A .—40 to 50 per cent. 


O. —Do they accept any loose coirp 

A. —No, they accept coir only if packed in bales. 

y.—With regal'd to these o]>en and key loans, if it is ail open loan do 
the parties leave the goods in the custody of the bank or do they Keep tlio 
goods in their own hands P 

A.—It will be in the custody of the export houses like Peirce, Le-nic A < o. 

Q .—How is the loan made by the bank when the goods are left in the ■ us- 
tody of a third party? 

,1.—Of course they have got a certain amount of trust among theiiwhes 
and the person who takes the money. 

0 .—What is the margin of advance given in the case of an open loan i 

,1.—Somewhere about 50 per cent. 

y.—What is the margin in the case of key loans? 

.1.—Much more is advanced. Sometimes even 00 per cent is advanced. 


y.—Is it the practice for these banks to finance the industrial and com¬ 
mercial enterprises? 

.4.—They are financing a sort of industrial enterprise I bhould say. 

y.—That is manufacture of raw products into finished goods? 

A.—Yes. Some kind of industry, the kind of industry that is carried 
on in this country. 


Q .—Do you feel that there is lock of industrial finance for that purpose? 
A.—Yes. There is a great lock of support. 


Q .—Is it due to the fact that the yield of interest in other directions is 
greater than on investments in industrial undertakings? 

A.—It is not exactly that. They are afraid of these enterprises because 
nothing definite has been done so far by these industries. Again they them¬ 
selves are not experts in the line and they do not know what is happening in 
regard to these enterprises and hence it is that they are very much afraid to 
linniice such industries. 


0 .—Is it duo to the shyness of capital flowing in that direction on account 
of tne past misconduct on the part of the people who have run these 
industries ? 

A.—It is partly owing to that also. It is also owing to the fact that tho 
bunks are rather frightened of investing any amount on these industries. 

Q -—Which bauks? The banks wo have got are commercial bauks ? 

A.—The indigenous banks also there are. 

Q .—Do you know whether tlio Imperial Bank is financing the industries 
to some extent only but not freely? 

A.—It may lie so. 

Q -—You know that the exchange hunks here are only to financing 
the produce of the country and do business in exchange? 

A.—Yes. 


9-—And that the Indian-managed joint-stock banks have not got that 
special aptitude or special knowledge for financing these industries. Do you 
not therefor© think that it is due to these three facts that the banks here are 
not freely advancing money for industrial enterprise? 

A. —Yes, 1 am quite sure they aro the reasons for it. 



Q .—Do y 0 u at the seme time admit that there is a necessity for industrial 
banks to be started for financing the industries of this country P 

A. —There is a great necessity. If industrial banks will' come and take 
up the financing of industries, many new industries can thrive in this 
country. 

Q .—But do you not think that the lath of knowledge on the part of the 
people to finance the industries will stand in the wayP 

A .—I mean to say that the people are so much frightened of the failures 
in other places that they do not even look at any such proposition because 
they are so dead against it. They do not want to know who the people are 
that are going to run the industry and how the industry is going to be 
managed. They do not even give a listening. But I think that the indi¬ 
genous banks might give industrial loans. 

The Chairman: How could they P 

A.—One of the banks is doing that. 

Q .—For what term does it give loans? 

A.—For six months. Within this period it is expected that some money 
will be made out of the business. If at the end of the six months the money 
is repaid, and there has not been much profit, money would be obtained from 
some other bank and it will be a sort of running capital. These banks do 
not finance the industries in the sense they ought to, that iH, they do not 
provide the entire capital. 

Q .—How can you expect auy bank to give you loans if you have no secu¬ 
rity P 

A .—There will be the buildings and the plants and machinery. On the 
security of these things the money can be advanced and that is what they 
are doing. Some banks advance money even on the security of the person. 

Mr. Gopaia Menon: You say you are training up men in soap manufac¬ 
ture. Have any of the trained men started soap manufacture independently? 

A .—Three or four of them have done so. 

G .—Have they been inconvenienced for want of finance? 

A.—Some of them have been. 


S .—Will it be of help if there are small industrial banks to finance these 
i industries? 

A.—Of course, it will be of great help. 

Q .—Are they able to get finance from the existing joint-stock banks or the 
Imperial Bank? 

A.—Now they do not get anything. Unless they are able to produce suffi¬ 
cient security 1 do not think they can. 

Q .—Do you say that they are unable to get any advance on the security 
of their stock-in-trade and their plant and their machinery? 

A.—They do not get it now. 

Q. —Don’t you think that there is ahsolute necessity for industrial banks? 
A.—I think that there is a great need for them. 

The Chairman : What would be the functions of such an industrial bankP 
A.—Suppose there is an expert in the line who can show a good return 
on the investment, the bank should help him to start such an industry. 

Mr. Gopaia Menon: A young man starts a soap industry and manages to 
find a co-surety. In the regular course of business do you think that he 
should seek for an advance from the industrial bank or from the commercial 
bank? 

A.—I would suggest the industrial bank because it will be more in touch 
with the industrialconceras and will help them much better. 


Q .—A commercial bank may not have the necessary staff to inspect this 
particular kind of industries. Bnt do you think that the industrial banks 
would be able to employ such a staff P 
A.—Yes. 


Mr. Gopaia Menon : You say the existing rate of interest should be in¬ 
duced to 4 or 5 per cent from the present 7 or 8 per cent. That is a great 
problem. Is it possible to achieve this when the capital in the country is 
so short? 

A.—That is only a wish. 
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J . —Do you think it can be done by legislation P 
.— I do not think it can be done by legislation. 

Q ,—Are you certain that the Multani rates go up to 24 per cent? We 
had been informed till now that it was not so. 

A.—It is not their general rate of interest, but only in certain cases 
where they do not know the parties. 

Mr. Thoma*: Is it for small amounts ? 

A. —Yes, for small sums. For large sums it depends on the parties, their 
character, social standing, etc. ' 

Q .—So this 24 per cent is due to want of security? 

A .—In risky transactions they charge like that. 

Mr. Gopala Menon : What are the two kinds of hundis generally current 
in the city? v 

A. —The ordinary hundi and the box hundi. 

Q .—What is meant by box hnndiP 

A .—It is this; in the case of a box hundi if a merchant wants money l>e 
gets it but his name is not published anywhere. He gets the money from the 
man who makes the hundi and that hundi is sent out to some other town in 
this Presidency or elsewhere. On the due date the money is paid to the person 
who made the hundi. 

Q. —Do you know whether the parties have made previous arrangements 
with regard to meeting that hundi? 

A. —Suppose a man wants money from a Multani then he goes to him 
and gets the money from him. This may be discounted with the Imperial 
Bank but instead of the person paying it to the bank on the due date the 
Multani himself pays it and the man pays it earlier to the Multani. 

O .—Is it the general practice to draw such hundis? 

A.—Yes. 


Q .—Why do you say that hundis have got a legal superiority over pro¬ 
notes? 

A. —Because it can be easily protested and if it is protested then attach¬ 
ment of the property is easy. 

Q. —What is the general commission which these brokers get in arrang¬ 
ing money transactions between the Multanis and private individuals? Is 
there any fixed rateP 

A. —There is no fixed rate, but the man who gets the money pays some¬ 
thing to them. 

0 .—Is it a regular institution? 

A. —Yes. 

Q. —You say the development of industries is impossible unless some sort 
•f institution subsidised by Government Is brought into existence. Why? 

A. —Because the people themselves are unable to do it. 

Q .—So you want industrial banks subsidised by Government in the 
country? 

A.—Yes. 

Mr. Thoma*: In respect of the soap works of which you are the Superin¬ 
tendent, may I ask you what dividend accrues on the capital invested? 

A. —About 6 per cent. 

Q .—May I know where your soap is at present being sold? 

A.—Mostly in this Presidency, but some quantity is also going to Kar a c hi 
and Bombay. 

Q .— Have yon not been able to send it to Ceylon, Malaya and other east¬ 
ern markets? 

A.—We have small dealings with Ceylon but practically none with the 
Malay States. 

J .—Don’t you think there is scope in those lands? 

.—There is very great scope, 
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Q.—Bare you been able to capture any new markets at all? 

i. —-We are not confident of our own existence, there is a certain amonnt 
of .uncertainty regarding our future and hence no definite programme cover¬ 
ing seme years can be chalked out. As we are not sure of our continued exist¬ 
ence we cannot work the factory on a commercial soale. 

Q .—Do you advertise very muchP 

A. —We do a little. Annually we spend about Re. 9,000,. but that is 
very little. 

Q .—Suppose the factory is a private concern, do you think that any eco¬ 
nomy can he effected in any direction and thus its profit is likely to increase P 

A .—Of course if it is a private concern, it will have much less to spend 
in certain directions, e.g., the buildings can be reduced to the actual require¬ 
ments, auditing and other expenses will be much less and the number of 
clerks employed will also be less. The number of other employees can also lie 
reduced and if necessary they can be asked to work overtime. In a private 
concern, conditions are more flexible. That is the difference of a Govern¬ 
ment institution and a private concern. 


Q .—Do you work double shifts P 

A.—Sometimes we do, especially when we work the glycerine plant. Blit 
generally the work is done during the day. 


Q .—Have you been adding to your capital lately? 

A. —We have not been putting additional capital. 

J .—Has there been no increase of staff? 

.—No; as I told you there is great uncertainty with regard to otir 
future. 


Q .—Do you think that there is scope for this soap factory developing so 
as to meet a good part of the Indian demand? 

A. —Yes, we are situated in the midst of the oil oroduc-ing part of Ihe 
country and in the best position to manufacture and market the produce. 

Q .—What kind of oils do you use? 

A.—We use mostly vegetable oils, but use also fish oils. In fact with re¬ 
gard to the supply of oils we are situated in the best position. We are using 
three or four kinds of oil the use of which was never known before and we 
have created a market for those oil now. 

Q .—You have thus been able to raise the price of such produce and thus 
put more money into the people’s pockets? 

A. —Yes, we have not only_ increased their price but have created a 
market for them in Tndia and in Europe also. 

Q .—Are those oils you mention cheaper than palm oil? 

A.—-They are much cheaper. 

Q .—Is it true to say that at present our industrial advance is limited 
chiefly by the want of marketing facilities? 

A. —Yes. 


Q. —Now, in regard to the coconut yarn industry, what has been the 
experience of the co-operative coir societies? How much business do they 
carry on? 

A .—Their output is not very large, so large as to warrant them going to 
the big exporting houses. They would require several thousands of candies 
at a time and only in case such quantities are given to them will they offer 
good prices. 

The Chairman: Have you any experience of this work? 

A. —No, all this has been gathered from Reo Sahib V. K. Menon. I 
have get not much idea about it. 

Mr. Thomas : However, you have sent in a note on the subject. Where 
is this yarn exported to? 

A.—To Europe and to Japan and somo other places. 

p.—Do yon not send ont finished products P 

A,—Not much from Calicut. Most of the export it in yam. 



. AUeppey they export the finished product. Why is it not done 
Salient? 

A.—That can be done. The AUeppey market has developed that trade 
and there is nothing preventing Calient from developing a similar market. 

J .—Could yon not prepare the same kind of yarn here? 

.—We can prepare it. 


Q .—In regard to the banks in Calicut, of which you have some knowledge 
can you tell me what reserve fund they keep? 

A .—I have no idea of it at all. 


Q.—Do they lend money on mortgage of land? 

A .—So far as I can gather they do not. 

Q .—Is their general working sufficiently .satisfactory ? 

A .—The bank* are carrying on their business pretty well. 

Q. —Is there any necessity for restricting or regulating their work? 

A .—They are carrying on well and I do not think anything is necessary. 

Q. —How many banks are there altogether in the whole of Malabar 
districtP Are there many more than the registered ones? 

A. —I have no idea, hut I have given a list of the banks in Calicut and 
some of those banks have branches in the district. 

Q. —In regard to the industrial hanks of which you have spoken, I suppose 
we require Jong-term capital. What are the sources of long-term capital 
nowP 

A. —There is nothing now. As regards industrial loans very little is done 
in Calicut except for some overdraft arrangements in hanks for some indus¬ 
trial concerns. 

Q .—Are you aware of any hanks here under-writing the shares of good 
joint-stock concerns P 

A. —No, not in Calicut. 

Q .—Are not such facilities necessary for the development of industries P 

A .—They will bo useful. 

Q .—Are joint-stock companies successful in Malabar and West Coast in 
general P 

A. —Yes, they are succeeding and are doing good work also. The public 
are much benefited by them, especially with regard to the exporting of raw 
materials and collection and transmission of money. 

Q. —Do they command public confidence? 

A.—Yes, they do. But latterly owing to certain troubles and failures 
there has been a little set back but not very much. All the people are 
Utilising the banks to the best -advantage possible. 

Q .—I am asking you about Indian joint-stock companies that are running 
industrial or commercial ventures. Have they been successful? 

A.—Yes, but such companies have not increased. 

Q. —Have they expanded their business? 

A.—They have expanded their business, but they are very cautious. 

J .—What is the cause of their slow development? 

.—There have been some failures and some troubles in their branches 
and so they are taking extra precautions. There is great difficulty with 
regard to the recovery of loans. 

Q.—Which is more lacking, enterprise or capital? 

A.—I think it is a question of lack of enterprise mostly because I am 
sure there is plenty of capital which is not being ntitised to the full. When 
they start new enterprises the money will come forward. 

Q .—Tn regard to the rates of interest charged by the Multanis, do yon 
think the rates are higher here than in other places P 

A.—I think the Multani rates of interest are the same in every part of 
the country. 
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' ’ $■—W* have been told by the Mnltanis that they do not charge tnoie 
than 2 per cent above the Imperial Bank rateP 

A. —'It may be doe to modesty, bat I think the fact is not so. Many 
pedgdb Whom I know have taken loans from than at higher rates of internet. 

Q .—Who is managing the timber trade? 

A.—There are so many concerns and merchants doing it. 

d.*—Who is financing itP 

A.—It is financed by the Mnltanis mostly. 

0 ,—At what rates of interest? 

A .—That depends on the person who wants the finanoe. Sometimes it 
is 9 per cent and sometimes it is 12 per cent. The maximum is 24 per cent 
and the minimum for a very good party is 7 per cent. 

a 

Q .—Are they fair in their estimate of a person’s credit. 

A .^-Generally yes, but even if a person has got a good reputation and 
is dping good business their inclination is not to lend much because there 
have recently been some failures of some persons who were reported to be 
very good. 

, Q. —What is the cause of the failures in timber trade P 

A.—Fall in prices and competition from Rangoon. Formerly Bombay 
used to buy a lot of timber from here but the condition of that market is 
now very precarious. 


(The witness then withdrew.) 
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Thursday, 18th February 1930, 
CALICUT. 

Pbesent: 

Mr. H. M. Hood, I.C.S. ( Chairman .). 

Mr. P. J. Thomas, m.a., b.utt., pb.d. 

Mr. C. Qopala Menon, m.l.c. 

Diwan Bahadur B. Munihwami Nayudu, b.a., b.l., M.l.o. 
Khan Bahadur V. Haheed Sultan Mabicaib Sahib Bahadur. 


SETH MAMGOOMAL CHELLASING, Banker, Guaarati Street, 
Calicut, represented By P ABASH AM MAHGHABAJ, Managing 

Partner. 


Oral evidenee. 


The Chairman: What business are the Multani bankers doing hereP 

A.—They are advancing money on hundis. 

Q .—How do you advance money on hundis P 

A .—I am advancing money on hundis for 1}, 2, 2J and 3 months. The 
merchants in the city such as Ibrahim Hussain and others have collec¬ 
tions for big sums here. They bring to us the money and we issue hundis 
on our Bombay branch and they send it to their Bombay office to recover 
the money from our Bombay office. 

0 .—There is therefore remittance from here to Bombay? 

A ■ ■ Yes. 


0 .—What is the rate of interest you charge on hundis P 
A. —Sometimes at par, sometimes we pay 3 pies to them and at other 
times they pay 3 pies or 6 pies to us according to the nature of the trans¬ 
actions and the necessity for remittance money to Bombay. 

2 .—Do you lend money P 
.—We advance our capital on hundis. 


O .—On whose hundis do you advance? 

A.—Merchants in the city come to us and receive money from us and 
give hundis. We lend on those hundis for 1) months, 2 months, etc. 

J .— Are they hundis or pro-notes P 
.—They are hundis only. 

Q .—What is the difference between a hundi and a pro-note ? 

A.—Hundi is an exchange draft which I can disconnt with the Imperial 
Bank and get money, but in the case of a demand promissory-note, I must 
keep that with me. 

Q. —Do you find any difficulty in using usance bills P 
A.—There is no difficulty in advancing on thirty days’ sight mo-note, 
bat we do not generally do it. We always advance on hundis. We also 
take hundis from our parties and discount it with the bank. 


f.—In Hie ease of those hundis do you not deduct any interest P 
.—We deduct the interest in advance. 

—What is the rate of iuterest on hundis? 
u—The usual rate is 8J, 9, 10 and sometimes 12 per cent also. 

i.—Are not the Multanis lending at 18 per cent? 

..—Multanis do not generally lend at 18 per oent. 


■O .—Are there say Marwaris here? 

A. —Manraris are not doing business in Calicut. 




(,.Hu there been lately any red notion in the number of your olienteP 
Are not some of the merchants who were formerly dealing with you now 
going ta tise Imperial Bank directP 

A,—Yes, they resort to the Imperial Bank whenever that is profitable. 

Q. —Does not your business dwindle on that aooouatP 
I.—Really our business is getting reduced, but still we do not mind that 
at all. 

!.—Have you had any bad debts P 

Yea, we have last some money by that also. Sometimes Bs, 10,000, 
sometimes 5,000 and sometimes 90,000 and 30,000 and so forth. 

.—Did you sue the parties? 

.—Yes. 

J .—Do you dind any difficulty in realising your amounts? 

.—Yes. We have sometimes to go to court. 

Q .—Have you anything to suggest with a view to avoid bad debts aud 
to realise your amount in a less expensive way? 

A. —What is the use in our complaints? Government would not hear 
what we say. 

! .—You can make any suggestions to the committee? 

.—The present day dealers are not doing business according to their 
capital. They are doing business rashly without usjng any caution, care or 
intelligence. They very often over-trade and at timeB they are unable to 
meet their dues and the result is they file a schedule in the insolvency court. 
Many of such people often hide a good deal of money before filing a schedule 
and so we have to sustain a heavy loss. After filing the insolvency the 
Receiver for that insolvency does not properly scrutinise their assets and 
liabilities. Now a days nobody is ashamed to go to an insolvency court and 
therefore we are sustaining loss. 

-What can the court do? 

-This is all what we have to represent. It is for the Government to 
find ont a remedy. 

Q.—Suppose Government makes rules to regulate your business with a 
view to avoid too great risks in your business and also to secure the interests 
of honest clients? Terms of business will be prescribed and accounts regu¬ 
larly audited P Government may also help in obtaining funds more easily 
and at lower interest? Will you agree? 

A.—We are quite prepared for suoh regulations. 

S r. C, (Jojpola Mtnon; May I know what is the security offered by you 
e Imperial Bank for discounting your hundis P 
A. —Ou$ Bombay office only knows all about that. 1 do not know any¬ 
thing about that. 

0.—Is it the Bombay office that has given a security to the Imperial 
Bank or is it your Shikarpur head office that has given security to the 
Imperial Bank for discounting your hundis? 

4.—I am unable to answer that question. 

0 .—How did you first commence your business with the Imperial Bank 
in Cglicut? 

A .—1 have no dealings with the Calicut brunch of the Imperial Bank. 
My dealings are with the Madras branch of the Imperial Bank and also the 
ltombay branch. 

Q -—Then do you mean to say that the hundis you take from your custo¬ 
mers in Calicut are sent over to Madras for discounting? 

A. —Yes, and to Bombay branch also. 

Where do you get your cash P 

.—I get cash from Bombay office, and from merchants hare who wish 
to remit money to Bombay. 

—Do you not use Imperial Bank for transmission purpose? 

.—My Bombay office wul do that. 

Q *—Where do you keep your cashP Do you keep it in your safe or bank 
anywhere? 

A.—I always keep it in my sate. 



- Q .—Have you mi? current aocount with the Imperial Bank? Be you 
set rely on the Imperial Bank for safe custody? 

A. —I here got a current account with the Calicut branch of the imperial 


S .—For what purpose do you keep itP 
.—I have given a letter to the Imperial Bank here that in the event 
of aqy failure of payment on the hundis discounted by me, the Imperial 
Bank could meet the hundis out of this account. 

Q .—Do you mean to say that if you have not got sufficient funds in the 
Calicut branch of the Imperial Bank you at once take a hundi from aome- 
body in Calient who wants to remit money to Bombay and pay that money 
into- the Imperial Bank in order to meet your hundi which was not met 
either at Bombay or Madras P 

A .—I meet such hundis which are not paid on the due date either from 
my own cash or from the money that I get out of issuing hundis on Bom¬ 
bay. 


Q.—Do you utilise the help of any brokers in getting this business? 

1.—In the case of sound hundis we utilise the help of brokers. 

0 .—What is the rate of commission you give on those transactions to 
the brokers? 

A .—I generally give 3 pies for every’ 100 tupees business, as commission 
to the brokers for bringing the business. 

Q .—Have you had instances where you havo got your hundis noted by 
the Notary Public, when they are not met on the due date? 

A .—In such cases I at once give notice to the parties that they should 
pay the amount within ten or fifteen days of the notice. There were also 
cases in which I have also brought hundis to the Notary Public when the 
parties did not pay on the due date. 


Chairman: You say that you are sending hundis for collection from here 
to Bombay. Are you getting any hundis from your Bombay office for the 
purpose of collection here? 

a .—No hundis are sent from Bombay to my office in Calient. I only 
•mid hundis on which I make advances to Bombay for collection. 


Q .—If you send hundis from here to Bombay, then goods must be sent 
hereP 

A .—What I generally do is to collect money from merchants here who want 
to remit their money to Bombay and issue hundis on our head office. That 
is how, I get funds. They send these hundis to their head offices in Bombay 
for encashment in our Bombay office. 

Mr. C. Copula Mmon: What are the goods that come from BombayP 

A .—The money that I am receiving from the merchants in the city is 
against goods they have purchased from Bombay. They are generally 
grains, pieeegoods, pulses, etc. 


Mr. Thomat: Goods are also sent from here to Bombay and money there- 
fore comes from Bombay to ibis side also? Does it not? 

A. —Yes. Goods are also sent from here to Bombay, bat t-W- is very 
little. 


The Chairman: The bulk of tile goods are directly exported from here to 
foreign countries, is that not? 

A.—Yes. 


0.—Do you know whether Multan i hundis are cashed at the Imperial 
Bank or other exchange banka such as Chartered Bank and the Mercantile 
Bank? 

A. —Mostly with the Imperial Bank. 


(The witness then withdrew.) 
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Thursday, 13th February 1030. 
CALICUT. 


Present: 

Mr. H. M. Hood, I.C.S. {Chairman). 

Mr.vP. J. Thomas, m.a., b.utt., ph.d. 

Diwnn Bahadur B. Muniswami Nattjdu, b.a., b.l., m.l.c. 


M-RJEty. K. K. SOMA MARARALA Avargal, Pish Merchant, Malpe, 
South Kanara, and MARy. U. KAROWAKARA MBXTOIT 
Avargal, B.A., Assistant Director of Fisheries, Calicut. 


Oral evidence. 

The Chairman (to the A mi/tan t Director): You are in charge of the 
fisheries on the West Coast P 
A. —Yes. 

0.—Are you in charge of the economic workP 
A.—Yes. 

O .—That involves running a certain number of co-operative societies P 
A.—Yes. . 

J . —Are you in touch with that? 

.—Yes; not ill very intimate touch. The Inspectors regularly inspect 
the fishing societies. There are only two societies. 

Q .—Yon have not got any credit societies? 

A.—No. Some of the societies are doing good work. As a class they 
are not working satisfactorily. 

The Chairman (to the iritne// Mr. Soma Mar La la): What do you know 
about the co-operative societies for fishermen? 

A.—I am connected with the co-operative society at Malpe. Since the 
members did not regularly pay, the society failed. 

Q .—’Why did not they pay their duesP 

A.—They had no money to pay their dues. Owing to the failure in the 
fishing season they were unable to pay their dues. 

Q .—For what purpose did they use that money? 

A.—For purchasing boats and nets. During the non-fishing season for 
their livelihood they borrow money. 

Q .—Why did they not save in tho previous months for the non-Ashing 
season? 

A.—Whatever they earned they spent. 

Q- 

season 
A.- 
money- 


t 

t 

t 


-Do you think that somebody else is going to keep them in the off- 
? From whom do they borrow when there is no fishing? 

-When they cannot keep themselves they borrow .money from the 
-lender. 

-Do you work for yourself and for the money-lender too? 

-I am lending money. 

-You are a money-lender? 

-Yes. I used to give advances to boat-owners. 

-What forP 

-For fishing business, 
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J .—For what purpose do you lend money P 
. — We need to giro them money when they want to buy boats and note. 
We need to pay them when they hare to pay adranoee to workmen. 

i .'<- i You too pay P 

.—There are owners of boats and note, I am paying them and they 
employ workmen under them. 

-Do they finance the fishermen P 
.—Tee. 

What rate of interest do yon charge P 
.—The owners of boats and nets are paid some adrance by the capitalist. 

t .—Are they bound to sell the catches to him? 

.—The capitalist buys at the baaaar rate. The owners of boats under* 
take to sell the fish that they get to the capitalist. Those people hare 
to employ workmen under them so that they might go for fishing. 

,—Why should he pay the adrance P 
.—To purchase boats and nets. 

.—Why is it that advances are given P 
,•—For their livelihood. 

Q .—Do they not get fish everyday P 

A.—If they get fish for a day, they may not get for ten or fifteen days. 

Q. —If they catch fish for a day will it not last for fifteen daysP What 
are the reasons for giving advance? 

A. —There are people who are not taking advances. To replace the 
old nets they borrow money and purchase new nets. For that purpose we 
are paying advances. 

Q .—Why do they not save money and purchase new nets? 

•4.—They might have borrowed sums earlier. They pay the previous 
years’ debts and what remains with them will not he sufficient for the new 
nets. 

Q .—Are you giving your own money or are you borrowing money and 
paying them? 

*A.—I pay my own money; sometimes T borrow and pay. 
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.—From whom do you borrow? 

.—From the hank. 

.—What bankP 

,—The Kanara Banking Corporation,. ITdipf. 


Q .—What is the rate of interest P 
A .—8 per cent. 

What security? 

.—Personal security P 

'.—You lend to these fishermen? 
■Yes. 
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0.—What do they do after catching? 

A.—The fishermen sell the fish either to the man from whom they have 
borrowed money or to some others who offer them a higher price. 

Q .—How much does the fisherman get and how muck the owner P 

A.—The fishes are sold in a lump. The sharing is done afterwards. 

Q .—What is the share? 

A.—Supposing there are twenty owners of boate and nets and sixty 
workmen. The division is made equally between the owners of boats and 
the workmen. 


Q .—What is the object in getting in a lump? Do they not catch sepa¬ 
rately P Do they sell separately after catching the fish? 

A.—The system of fishing that is prevalent is that of rampini boat and 
net. All join together and catch fish. 

J .—After catching the fish do they sell it separately or w hole s al e? 
.—They sell it in a lump. 



Q .—What does the fishermen get? 

A.—The whole sale-proceeds go to the fish catcher. Supposing there is 
a set of boat-owners and fishermen. They catch two lakhs of fish which is 
sold at the rate of Rs. 6 per thousand. 

J .—What does the boatmen get? 

.—The owners of boats and nets get Rs, 600 and the rest get Rs. 600. 
Q .—Thev divide half and half? 

2.—Yes. 


0 .—Who buys the fish ? 

A.—The merchants, 

Q .—Those merchants lend money to the boat-owner? 

A. —Yes. They sell the fish to the men from whom they have borrowed 
the money. 

Q .—What interest does he get on his loan? 

A. —12 per cent. 

O.—Paid in kind or cash? 

A. —The fish is purchased at the bazaar rate and the owner of tho 
boats and nets gets the money. Out of the sale-proceeds the man who 
has lent takes the capital and interest. 

O.— Whole? 

A.—At the end of the fishing season the whole is repaid. At the begin¬ 
ning of the fresh season fresh loans are advanced. They take loan« for 
their livelihood. 

Q.—You sait) that they are borrowing for tbeir livelihood before the 
season ? 

A .—After the fishing season when they have no money with them they 
borrow. During the rainy season they begin to borrow. Only for six 
months they work. 

Q .—The monsoon does not lost for six months? 

A.—For four months we have rains. Afterwards there is not much of 
fishing. They do only cast net operations. 

Q. —Why ? 

A.—That is the practice. 

Q .—The result is the whole of the fishing community is in debt? 

A.—There are some people who are without debt. 

Q. —Those people who are without debt are they lending money? 

A. —Yes. 

O .—They do not fish? 

A. —They do go for fishing. I am an agriculturist. \ am not going for 
fishing. 

Q .—Who buys the fish and gets them cured? 

A.—Christians, Mnppillns and Tiyns. 

Q .—Do not the women buv fish? 

A.—No. 

Mr. Mmiswomi Xaj/udu: Have you got boats and nets? 

A .—I have no boats and nets used for fishing. 

Q .—How many Imats are there at Malpe for fishing? 

A. —'Thirty. 


0 .—Of the thirty how many are not in debtP 
A.—Fivo or six persons. 


Q .—You lend money for the purpose of enabling them to buv *boats and 
netsP 

A.—If they ask us. we pay them, 


Q .—You are actually lending to the owners? 
A.—Yes, 


,—For how many? 
.—Two, 


! .—Have you taken any pro-notes from themP 
.—Yes. 
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}.—What is the rate of interest stipulated in the pro-note? 

‘IS per rent. 

O.—Does the pro-note stipulate that the interest should be in cash or 
in the shape of fish? 

4-—The pro-note shows that the interest should be paid in cash but Bome- 
titMs I take fish also. 

Q .—During the fishing season for whom do you advance money P What 
does the boat-owner getP Does he go for fishing alone or with others? 

A. —He takes others in partnership with him. Whether it is a single 
individual or sixty men all of them jom together and go for fishing. 

Q .—After catching the fish how do they share both the boat-owner and 
the fishermen? Half and half? 

A. —Supposing there are 20 boat-owners and they take forty other people 
as coolies. All of them go together and half the sale-proceeds is given 
to the boat-owners and the other half is given to the fishermen. Six or 
seven thousand rupees is required for the total equipment. All of thorn 
sell together. 

Q .—Is he bound to sell it to the inRn from whom he has borrowed money 
or can he sell it to somebody else? 

A. —He can sell it to anybody. 

Q. —What is the largest amount you have given ns loan for the two 
boat-owners? 

A. —To one man I have given Rs. 2,600 and to the other Rs. 3.000. 
The same people have borrowed from others. 

—They have to pay interest whether they catch fish or not? 

L—Yes. 

Q.— ■‘Suppose the boat-owner offers only Rs. 6 per thousand. If another 
man is prepared to give Rs. 6-4-0 can he sell the fish to him? 

A. —-Yes. 
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.—And you receive the interest due to you? 
.—Yes. 


Q .—But if you take the fish you take it only at the bnsanr rate and not 
the 


at the competitive rate? 

A .—Only at the basnar rate 
fish will be sold at Rs. 6. 


If the cured fish is sold for Rs. 8 fresh 


Q. —Are you in the hnbit of taking fish itself? 
A. —Yes. 
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—Then you cure and sell them? 
.—Yes. 
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Q .—Do yon advance money to the actual fishermen? 

A.—I give money only to those persons whom I know. 

).—You do not do it directly P 
.—No. 

Q .—Do you know how he shares with the other persons? Does he give 
it for interest? 

A. —No. He gives ns advance. 

Q .—Are the fishermen hound to give to the host-owner or can they sell 
to anybody they like? 

A .—Fishermen repay tho advanoe in cosh. 

Q .—On what security does the boat-owner giveP 
A. —Nothing; he gets a pro-note. 

'.—How mock time does it take for him to realise the amount? 

-He waits for two or three years. 

Mr. Munirwami Nayudu: Are there co-operative societies to help these 
boat-owners? 

4.—No. 

E .—Do these boat-owners borrow from co-operative societies? 

.—No. 

Q .—You borrow at 9 per cont from the co-operative hank and lend it 
at 19 per cent? 

A.—Yes. 



J ,—Are you able to make a profit out of itp 
.—Some amount* 1 am not able to realise. 

O. —Ro, what is tile net interest that you are able to realise P 
A.—I cannot bay ii i make any profit out of this at all. i am a trader 
and L am able to make profit out of that. 

Q .—independent of the lending of money, you have the fibh trado your¬ 
self P 

A.—Yes. 

Q. —Yon buy fish not only from the l>out-o* iiers to whom you lend but 
also front others P 

A.—I purchase iron) two person* now. 

( .—Do you have the fish cured and then soklP 
.—Fresh fish is purchased by me, then it is cured and then I sell it. 

( .—To whom do you sell P 

.—The people from Tellichcrry, Clmwghat and other places come and 
moke the purchase. 

Q .—Have you Ih-cii carrying this business of lending money to the boat- 
owners for a long time or have you taken to it only recently P 

A .—1 have liccn carrying on this business ior the last 15 or 20 years. 

}. —1h it an ancestral business P 
-No. 

Q .—How many people are there like you lending money to these boat- 
owner b? 

A. —All ticket-holders of the Malpe Fish-curing Yard do this and they 
uro about 00 in number. 

{ .—Those who cure fish advance tnonoy to themp 
.—Yes. I advance money during the rainy season and I do not get 
uny interest Irani them. 

/.—How do you recover the money tliciip 
l.—Uy means of small instalments. 

>,—is it by charging tor the labourP 
1.—1 udjust against the labour done by them. 

Q.—You said that you are lending money to two boat-owners. Has that 
been in existence during the last fifteen years P 

A.—It is only two years since 1 have lent to these two men and I 
expect them to repay the amount this year. 

Q .—You expect the boat-owners to repay in two or three years P 
A.—Supposing they are hot able to repay in one or two years out cf 
their own income, they borrow from elsewhere and repay and thus they 
will be indebted to the other man. 

Q .—Are the boat-owners able to clear their debts in two or three years’ 
time P 

A. —They may not be able to repay within that time. 

O.—So, they are always in debt? 

A .—More or less they will always be ihdebted. But there are some 
I>cople who are without debt. 

Mr. Thomas: 1 should like to know what a fisherman usually earns on 
days when be goes out to fishP 

A. —On some days he may get Us. 4 or Us. 5 but on some dajna he may 
get nothing at all. On u few days he may hot get more than four annas. 
O .—On an average what could he earn P 

A. —On an average 00 men together will be able to get Us. 3,000 in six 
months in the year. 

i.—During the rest of the year doe& be not go afishingP 
l.—No. 
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Q,‘ —So, his income according to you will be only Its. 30 from fishing for 
the whole of the year? 

A .—With rampini net they get so much. 


!.—Does he also use the other netP 
—He does it in other months. 


0.—In those months how much would he l» uhle to get on an average? 

4.—-He may get 8 annus a duy and tlteie mar l>e days when he gets 
nothing at all and hence it is not possible to suy exactly what the average 
will be, 

Q .—I want to have some idea ot the maximum and the minimum which 
a fisherman may get by going out with an ordinary nctP 

A.—One mail does not go by himself Generally four or five join 
together and go out and they may get from Rs. 2 to Rs. 4. 

(J. —And thus they each get Re. 1 per heodP 

A.—-Yes. Again for four or five days they may not got anything at all. 

O .—For liow many months in the year is he alwolutely unemployed P 

.1.—Sometimes there may be rains and sometimes the it- may be heavy 
winds for at least three or four months m the yeai and these will practi¬ 
cally lie a waste ot time for him os he could not go out to get any catch. 

Q .—Only for two or three months he may be so. Rut oven then occa¬ 
sionally he'might be going out. is it not so*' 

A.—Duung the rainy seuson tor two or three months, lie may not keep 
quiet, but lie will be repairing the nets. 

Q —What subsidiary mdustiy have these hsheimcn during those idle 
months s 

A.—They aie spinning with hemp and they do not go out tor other woik 

Q .—Is it not possible toi people like yon to show them the wuy ioi 
carrying on some kind ol cottage liidustnes which will suit thou own 
avocations and the convenience oi their families ( 

A —It they lequire we will give them the nccessaiy ianlitiesP 

0 .—Is it not possible foi them to take to weaving or basket-making’' 

A .—They do not do any ot these things 

Q. —Why can they not lie taught P 

A —The woik of repauing old nets and making new ones itself occupies 
then full time. 


Q .—Theie is no tune then when they and their lanulies aie idler 
A.—They do not know and they do not take to any othei woik 
Q .—Is it not possible that they might be able to supplement their earn¬ 
ings by taking to some kind of cottage industry * 

A.—If they do that they will be all right 
Q .—What is the co-opeiative society at Maine doing t 
A .—The society is closed It was giving loans for the purchase ol 
threads for making hemp. 

0 .—Did not the society get back some instalments Irom the fishermen P 
A.—They took the loan on the undeistanding that they will give at the 
eud of a year, but they were unable to pay at the end of the year. 


Q .—Suppose we reorganise the system in another way We may make 
it compulsory on their part to bring the whole of their catch to the society 
and have it sold thiough the society P 

A.—They had a society in Mangalore foi purchasing oil and guano. 
That also did not work well 

J .—Why p 

.—The prices fell down and the society did not work well 


The Chan man: Are there no other reasons P 
A.—No. 


'.—Were there no defalcations in that society P 
.—No. 


Q .—Did it transact very little business P 

A.—Yes. For the last five years it has not done any business. 

Mr, Thomat: There is a great demand for cured fish m Ceylon and other 
eastern countries and a great deal is consumed over there. Much fish is 
now supplied by the Malabar Coast. But does the fishermen get any share 
of the profitsP 

A.—No. 



507 


Q. —Therefore, would you consider it desirable to Have co-operative socie¬ 
ties not only to udvance money for noth but also to take their iish. have it 
cured and then sell it in bulkl 1 

A.—1 do not think so. The oil and guano society failed. 

Q .—Are they buying fish? 

A.—It was a society of oil and guano iactory owners alio were purchasing 
fresh fish. 

Q .—In the case of the Mulpe Co-operative Society, who were the share¬ 
holders!' Were they actual fishermen or boat-owners? 

A.—The shareholders were all fishermen of whom some owned boats. 

y. —What does a fisherman of average ability who works for the major 
portion of the year earn by fishing? 

A. —I am not in a position to say. (Assistant Dilector of Fisheries) Wo 
have started two societies. The societies own boats umi nets and the members 
go out afibhing and the accounts show that including the 8 annas which each 
gets us a living wage on days they go out lor catching fish each is able to 
make lls. 10 a month. After paying the living wage of 8 annas out of the 
sale-proceeds half goes to the fisli-catcher and the other half to the society. 
The Government has given a loan of lls. 1,500 to each society and out of the 
income of the society the loan has to lie repaid. So after deducting tho 
society’s share each catcher of lish gets Its. 10 a month. 

U .—In the Malabar district? 

I.—Yes. 

y. —Do you take a share oi the fish caught for tho society or its money 
value? 

A.—(The Assistant Director of Fisheries) Supposing the fish is sold, then 
8 annas is paid as a living wage to each member of the crew and the balance 
is divided equally among the members and the society. 

Q .—It is the society that repays the loan? 

A,.—Yes. 

(J .—When the debt is completely repaid the boats become the property 
ol the society? 

A. —Yes. in this way each member gets 8 annas as living wage and His 
bhare also. On the average each member gets 11s. 120 a year. 

The Chairman: You have each society owning one boat? 

A.—(The Assistant Director of Fisheries) Each society owns three boats. 


O .—Have they been registered? 

A.—(The Assistant Director of Fisheries) Yes. 

Q .—Registered as credit societies? 

A.— (The Assistant Director of Fisheries) As non-credit societies. 

Q .—When was it registered? 

A.— (The Assistant Director of Fisheries) Three years ago. 

(J .—There are two societies; who runs them ? 

A.— (The Assistant Director of Fisheries) The Fisheries Department are 
in charge of them. 

y.—Who is actually doing the work of those societies? Who is keep¬ 
ing the accounts P 

A.— (The Assistant Director of Fisheries) It is the Sub-Inspector of the 
fish-curing yards w'lio is writing the accounts. 

X .—Then where does the co-operation come in? 

.—(The Assistant Director of Fisheries) It is registered as u co-operative 
society. 

J .—Wliat do the members do? 

.—(The Assistant Director of Fisheries) They go out fishing. 

S .—But who conducts the affairs of the society? 

,—(The Assistant Director of Fisheries) There is the secretary and the 
president. 

Q .—What do tliey doP Who is held responsible for writing up the 
accounts P 

A.— (The Assistant Director of Fisheries) Sometimes the Sub-Inspector 
writes, sometimes the secretary also writes. 
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J i—There are only two secretaries V 

.—(The Assistant Director of Fisheries) Yen. 

0. —Can either of them write ? 

A.— (The Assistant Director 0 / Fisheries) On one occasion the secretary 
was not able to write and hence he was changed. 

J .—And the other man? Has he ever been known to keep these accounts? 
.—(The Assistant Director of Fisheries) 1 cannot positively say that 
tho accounts are eutirely written up by the secretary. ] believe part of the 
accounts is also written by the Bub-Inspector. The Fisheries Department 
are given the responsibility of seeing that they work well. Till the loans 
taken from the Government are discharged the supervision ot the depart¬ 
ment will continue. 


Q .—What does the President dor 1 

A.—(The Assistant Diicctor of Fisheries) He doos just as tho president iu 
ether societies do. He presides over the general mootings and tho panchuyat 
mootings. 


J .—What do the panchuyatdars do? 

.—(The Assistant Director of Fisheries) Tliej meet anil pass resolutions 
for example to got loans from the district bunk. 


0 .—Why do they want money? You suid it is not a credit society? 

.4 .—(The Assistant Director of Fisheries ) The members want money lor 
their living. Instead of borrowing from elsewhere they borrow through 
the society. It is not a credit society but the by-luws permit of loans being 
token provided the total does not exceed Its. 2,QUO. 


O .—What voice have the members got in the management? 

A.—(The Assistant director of Fisheries) The members havo got Hie 
same voice as iu other co-operative societies. 

O .—But who really runs the affairs of the society? 

. 1 . —(The Assistant Director of Fisheries) Because the Government have 
advanced leans the Fisheries Department have lieen made responsible for 
seeing that the affairs of the society are conducted well. The boats and 
nets are the security offered to the Government for the loans. 

Mr. Thomas ; In the case of backward classes, it may be necessary for 
Government to take a paternul interest in them and start oo-operativc 
societies for them. When they get uccustomed to it, Government may 
withdraw. Do you agree? 

A. —Yes. 


0.—How are the fisheries societies selling their produce? 

A.—(The Assistant Director of Fisheries) They sell it away while they 
are fresh. 


0.—Is it better to sell fresh? 

A. —(The Assistant Director of Fisheries) In particular places fresh fish 
fetch good prices. 

J .—But normally it is the other way? 

.—(The Assistant Director of Fisheries) Yes. 

Q .—Have you tried any subsidiary industries through the co-operative 
societies? 

A.—(The Assistant Director of Fisheries) No. 


J .—Are there no suggestions? 

.—(The Assistant Director of Fisheries) The funds do not permit us 
to do that because the loan advanced by the Government have to be repaid. 

J .—Is it only a matter .of funds? 

.—(The Assistant Director of Fisheries) They will not take to any 
other occupation. Just after the cyclone, the fishermen were in a very 
bad way and the Collector tried to persuade them to take up some coolie 
work as metalling the road but they refused. They think they 
depart from their immemorial occupation. 

0.—Are their children going to school? 
j A.—(The Assistant Director of Fisheries) Now so many of them come to 
the fisheries schools. 
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Q. —If a rise takes place in their standard of living, and it they will 
take to other kinds of work? 

A. — (The Assistant Director of Fisheries) As a matter of fact after the 
fisheries schoos have been started their standard of comfort has risen and 
they are more cleanly in their habits. 

ty .—They will then require more income and will take to subsidiary occu¬ 
pation? 

A. — (The Assistant Director of Fisheries) Possibly. 

Q .—Could not the department encourage such activities as weaving, 
spinning, basket-making, etc.? 

A. — (The Assistant Director of Fisheries) Hitherto we have failed. In 
Ponnani taluk they work in the fields. 

Q ,—Is it suited to their mode of life? 

A—(The Assistant Director of Fisheries) Some ot the fishermen are agri¬ 
culturists. 

O .—What are the chief difficulties among the fishermen? 

A.—Want of education and toddy drinking. 

Q. —Has there been any reduction in tile habit of drinking of late? 

A.—No. We only hear that some five or ten people have left it ofi'. 

-Is there no propaganda work among them? 

1.—Nowadays some propaganda work is carried on. 

Q .—Are there no coffee or tea shops opened near the toddy shops to 
accustom them to the former ns it is done at the chank fisheries in Tuti- 
corin? 

A. —They do not do it. 

Q .—Have you got any suggestions to mnke to the Committee in regard 
to the provision of better facilities for fishing? 

A. —Education should lie given to them and they should lie stopped from 
drinking toddy. 

-But what facilities do you want with regard to obtaining funds? 

1.—Wo require money, but have no security to offer. 

Q .—You can develop your character and thrift and then if 40 or .TO people 
among you join they can together raise funds? 

.4.—But they will not do like that. 

Q .—Are you interested in co-operation among fishermen ? 

A.—I was the President of the Malpe Society. 

Q .—If it is insisted that the members should hand over their catch to 
the co-operative society or the curing yard, will not the society work 
successfully ? 

4.—The boats and nets are not owned by the fishermen but belong to 
other people and they will have to deliver the fish to the owners. 

Q .—Why don’t the workmen form co-operative societies nnd hire or 
purchase boats? 

4.—For the original capital to start with they require someliody to help 
them. 

The Chairman: How long will a boot last? 

A—(The. Assistant Director of Fisheries) It will last for about 20 to 30 
years. 

0 .—How much does it eostP 

A.—( The Assistant Director of Fisheries) Three bonts cost nearly B«. 1,000. 

J .—How many members are there in the societies? 

.— (The, Assistant Director of Fisheries) fn one society there are fifteen 
members and in the other there ore 22 or 2 9 members. 

O.—And they have to pay Rs. 1,500 P 

4,— (The Assistant Director of Fi she lies) Yes. 
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(f .—In what time will they he jalile to re^ay 


A. —(The Assistant Director of Fisheries) 
can be repaid in four or five years. 


the fishing season is good it 
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Mr. Thomat: Why don’t the men place part of their earnings in the co¬ 
operative societies and thereby provide for something to fall back upon in 
tsmes of distress ? 

A .—They will not do it. If they get some extra money one day they 
at once go and drink toddy. 

O.—-Does any fisherman deposit his money in the postal savings bankP 

A. —No. 

Q .—Do you yourself put your money in any co-operative society or any 
bankP 

A .—I put my money as short-term deposit in a bank. 

0 .—Do you use cheques? Have you a cheque bookP 

A.—I have not got a cheque book. If I want to withdraw money I 
have to give 15 days’ notice of withdrawal to the bank. 

Q .—Why not they be trained to deposit whatever surplus income they 
have in the co-operative society? 

A .—They have got a similar system now and that is. if tl\e,v get any spare 
money they give it to their ' moopan ’ or chief, for safe keeping. 

0 .—Does he return the money with interest? 

A .—After the end of the fishing season when the accounts are closed the 
money is paid back to the man who has deposited without any interest. 

(The witnesses then withdrew.) 

(The committe next adjourned to meet again at Madras.) 
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Thursday, 20th March 1930 
MADBAS. 

Fftisist: 

Mr. H. M. Hood, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.utt., ph.d. 

Mr. C. Gopala Menon, m.l.c. 

Divan Bahadur B. Mcnwwami Natddv, b.a., b.i>., m.l.o. 


MJLRy. Bao Bahadur A. RAWG-AS W AMI ATTAR Avargal, 
Assistant Director of Commercial Audit, Madras. 


Oral evidence. 

The Chairman : Rao Bahadur, what exactly is the nature of the work 
that you are doing? 

A .—We are auditing the accounts of Government commercial concerns and 
such of the local bodies and private concerns which Government wants us 
to audit. For instance in another province we were auditing the accounts 
of electric supply companies. 

Q. —Are. you under the Government of India? 

I.—Yes. 
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■In which service? 

.—The Indian Audit and Account Service. 


Q.—Hove you any training in commercial audit? 

A .—I am an officer of the Indian Audit and Account Service and held 
charge of the Commercial Audit Department for the last five years in 
Calcutta. 

P.—Is the audit which the 'Commercial Audit Department does materially 
different from the audit which an ordinary chartered accountant does? 

A.—It is more or less of the same kind as that done by the ordinary 
chartered accountant. The difference lies in that we do the audit of Govern¬ 
ment concerns alone primarily. We are a specialized department consti¬ 
tuted primarily for the audit of Government commercial concerns. 

0.—What staff have you got in Madras? 

A.—Our department was organized only about five years ago. I have 
only four clerks and three accountants here. 

-Who actually does the work of auditingP 
l.—An accountant and a clerk are sent to do the audit and I go and 
pass the audit. 

! .—What is the qualification of those? 

.—We are recruiting our men partly from the Accountant-General’s 
office and mainly from people who have passed the examination for Govern¬ 
ment Diploma in Accountancy in Bombay. Our department is only in the 
stage of infancy and we are trying to build up our staff. We take men 
partly from the clerks in the office of the Accountant-General and then we 
give them a training. 

3.—What training do yon give themP 

A.—The head of our department, the Director of Commercial Audit, is a 
chartered acoountant brought out from England. He gets these men to 
Delhi whenever possible ana there he givee them theoretical training. 

76 
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Qs —Wily is it necessary to give them any theoretical training P 

jj,—That is because these men know only the Government system of 
accounting and auditing. They have got to learn the commercial system 
also. 

p O.—-But you can get men direct from those who have passed the G.D.A.? 

A.—-Of course se get men direct from the G D.A , but these men do 
not know the Government system whereas wc want men who know hptb. 

Q ,—Is there much difference between both systems? 

A —Yes The Government system is on a cash basis Wo have also some¬ 
times got to do audit for the Accountant-General also 

Q —You mean you want to hove a specialised set of accountants for 
Government commeicial concerns which icquiie a good deal moie than would 
be required for the ordinal y commercial concerns 1 ’ 

A —Yes A man who has got to do the audit of Government concerns 
has to know something about how the accounta are kept up under the 
Government system, because that is liound up with the budget system of 
the Government of India Piovision tor the commercial concerns has to be 
ultimately made m the Government budget and the profit and loss have 
also to be provided for there. 

Q —It you take a man who is qualified as a commercial auditor, you will 
have to give him a furthei training, is that not so? 

A —Yes, he hBs to be given training m Government accounts }ust as the 
man from the office of the Accountant-General lias to lie given training in 
commercial accounts So wc build np oui staff by about half and half from 
these sources 

0 —Is there any difficulty in tiaining these men? 

A.—We get sometimes very good men from the Accountant-General’s 
Offices 
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-Do they get the same pay all ovpi India 9 
-Yes 


i 


Q .—How much 9 

A.—Clerks are given from Rs 70 to Rs 230 and accountants from Rs 220 
to Rs 600 

.—Do you get giaduates ioi these posts 9 

Yes. We get Honours Giaduates and even G D A men 

Q —Why is it necessary to pay so much ? 

A.—They have got to go all over India at a moment’s notice It is an 
expert department 

K —Why is it necessary that they should go all over India 9 
..—That is because we are not big enough to have a separate local cadre 
for Madras. Our department was organised m 1925 and then foi a long 
time we had no local offices There was only one central office at Delhi 
and we wore all attached to it 


Q .—Your accounts are kept entirely in English? 
A .—Yes. 


Q .—If they had to audit accounts in the vernacular would there be any 
great difficulty? 

A.—No, not in Madras 

Q .—Your men in Madras may be Punjabis? 

A,—May be theoretically, but most of the men m the department are 
Madrasis. Of course if in Bengal the department had to audit the accounts 
m the vernacular, then I fear the department trill not lie able to do it with 
the present staff. 

S .—-Will your staff be competent to audit the accounts of a bank? 

.—Of course with some training they will be able. In my department 
I have got several G.D.A. men. As a matter of fact, they are qualified 
4ojgive certificates under .the Indian Companies Act independently, if the 
Indian Companies Act considers that that qualification is sufficient for enabling 
them to give on independent certificate. 
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(f,—The question is—is it sufficient? I will put it this way. How much 
practical experience is expected for him to conduct a fair audit? 

A.—The G.D.A. consists of an examination as well as a diploma after 
putting three years’ articles uuder a practising accountant. For the exami¬ 
nation any graduate can appear in private and the under-graduates have 
to study for three years. The examination is only in regard to the theoretical 
portion. For getting the diploma permitting the man to practise he has 
to serve under a qualified accountant for three years. 

O.—What is your experience of them? 

A.—They do not have sufficient practical experience. I met some of them 
and I found that they did not have sufficient practical experience to be very' 
useful. The G.D.A. is itself a new thing in India started about ten or 
fifteen years ago. 

Q .—What is the degree they give in Madras? 

A .—In Madrusvthey have no separate examination for the G.D.A. The 
men have to appear only for the G.D.A. examination conducted by the 
Accountancy Board, Bombay. 

O .—What does the School of Commerce do? 

A.—It only trains people for that examination. Xow in the Assembly 
I believe there is a Bill for the appointment of a Board of Accountancy with 
a proposal to have local boards in which the Director of Commercial Audit 
representing the Auditor-General u ill be an ex officio member and they are 
going to have an all-India examination. That Kill is l>efore the Assembly. 
That may Ihj passed or that may not lie passed. 1 believe that there is 
certain amount of opposition from the professional bodies in India. 

Q .—On wliat grounds? 

A.—Probably they say that it is not necessary for tho chartered accountant 
to register his name under the present rules. He can practise without 
any further permission from any Government now. Bnt under the proposed 
rules he lias got to have his name enrolled in the register. 

Q .—What is your experience of these people? Do you consider that 
their qualifications are adequate? 

A.—That is a very delicate question to unswer. 


.—How many do these schools and colleges send out every year? 
.—Perhaps 30 to 40 G.D.As. every year. 


Q .—They are trying to ohtuin employment as accountants or do a large 
number of them set up private practice? 

A.—Possibly if they get a Government job, they accept it. For practising, 
even if they have got the G.D.A., they must get the permission of the local 
Government which is granted,, us a matter of course, to a man who has put 
in three years’ articles and has got a diploma. 

Q .—That is better than the Bachelor of Commerce Degree in Bombay 
and Calcutta? 

A. —That is only a University Degree hut the G.D.A. covens commercial 
law also in addition to commercial accounting. I speak subject to correc¬ 
tion. My impression is that several universities have introduced tho Bachelor 
of Commerce Degree, as for instance the Lucknow and Mysore Universities. 
But the possession oi a degree by itself docs not enable the holder to practise, 
whereas in the case of the G.D.A. holder who has got the diploma he can 
practise with the permission of the local Government. For that the Govern¬ 
ment of India are now trying to substitute an all-India examination held 
in Delhi. 


0. —You have no experience of Co-operative Boards? 

A.—I have no practical experience. 

0. —You do not know the standard of examinations in audit in Madras? 
Bookkeeping, auditing, banking and co-operation—these four every Inspector 
of the Co-operative Department has to pass. You have no experience of 

A.—Not much. I think that the examinations may be of a lower standard 
than the G.D.A. for which the subjects are commercial book-keeping, - 
auditing, costing and commercial law. The passing of the examination, by 
itself does not mean pinch. It all depends upon the type of people appearing 
for the examination. 
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0.—Suppose we said that it is necessary for all these hanking firms to 
produce balance sheets. Would the balance sheets produced by these certified 
auditors be of the slightest value P , . « 

A .—The balance sheets have to be prepared by the accountants ox the 
banks themselves and then they have to be certified by these auditors. 

Q .—But the auditors are responsible for that? 

A.—Legally they are responsible. Of course the profession of accountancy 
in India is in its infancy. 

Q .—I gather from what you told us that you consider that these audits 
at present would not be reliable? 

A .—I am not sure that we can make a sweeping statement like that. 
But it will depend upon the status of the firm of accountants. 

Q .—The firm of accountants depends for its employment on the manage* 
ment of the concern? 

A. —Yes. In that way they will not be so independent as a Government 
agency. Even in England, without the favour of the directors the chartered 
accountants will not be re-elected. 

Q .—In that way a firm that is fully established does not care whether a 
firm employs it or not? 

A .—Of course they do not care. But they have got a status and a prestige 
to maintain and so the accounts which bear their imprimatur will command 
respect. 


Q .—Is it possible to build up a Government department which will under¬ 
take all audit in the course of two or three years? 

A .—I may tell you that the Bihar and Orissa Government two or three 
years ago when we were still more in an infant stage asked for our assist¬ 
ance. They wanted us to certify in the case of applications under the State- 
Aid to Industries Act. They wanted us to look into the applications and 
certify the balance sheets and to advise them os to whether their financial 
position would permit of Government advancing moneys safely. We consi¬ 
dered the matter and in the end we said that we wanted some more time. 
I think that they engaged their own auditor. They imported an incorporated 
accountant as a Financial Advisor to the Director of Industries to inspect 
these accounts. 

Q .—In Madras are you called in oi\, behalf of the Board of Industries to 
prepare the balance sheets of firms that supply for State-Aid under the State- 
Aid to Industries Act? 

A.—Not so far as 1 know. We do not advise on the applications under 
the State-Aid to Industries Act. I do not know what advisor tho Director 
of Industries has got. 

Q .—You do not think or do you think that it will be possible to make up 
in a short time? How long will it take? 

A.—Arrangements have to be made with the Director of Commercial Audit 
and I think it is possible to build up the staff in a short time. But I do not 
know what assistance is expected. It all depends upon the number of banks 
and the amount and nature of the work involved and whether it will require 
a whole-time agency or not. AH that is a matter of detail. Of course we 
can undertake all that work. We should be given fees for the same, regard 
being had to the time and the amount of work. But in the case of the 
Electric Supply Company in the Central Provinces we fixed a flat rate of 
Rs. 150 for each audit. They have got their own auditors. But then the 
Government have reserved to themselves the power to impose their own 
auditor and the Central Provinces Government, because the company did not 
show a reduction in the rates, said that they will have an independent audit. 
But in the case of other provinces, that is not done though the provision is 
there all the same. The local Government has also the power to lay down 
the scope of the audit and hence it is not necessary for us to traverse the 
whole ground covered by the internal auditors. 

Q .—That is {he check audit system P 

A.—Government audit is much more detailed than the audit by private 
auditors. The Government auditors spend a lot'of time oa it, much more 
time nrobabbr because they arc uot remunerated by fees for the work don e 
But urn professional auditor will spend only as much time as will pay him 
having regard to the fees involved, that is he will not spend more ri'mv oa 
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it. He will spend only as much time as would leave him a fair margin of 
profit. Another advantage of tho Government audit is that it does not 
depend upon the director’s favour. 

Mr, Gopala Mr.non ; Mr. Rangaswami Ayyar, you say you are entertain¬ 
ing clerks and accountants for your work. What is the qualification that you 
insist upon these menP 

< A.—I do not make the appointments. It, is the Director of Commercial 
Audit that recruits the people after examining them. Direct recruitment 
is only from people who nave passed the G.D.A. examination. 

—For clerkships ? 

Yes. 

).—For accountants’ posts ? 

1.—It is generally by promotion only. Direct recruitment is only very 
occasional. The Recruitment of clerks is partly made from those who have 
passed the G.D.A. and partly from the clerks who have experience of accoun¬ 
tancy work in the Accountant-General’s Office., 

Q. —Your audit is mainly a commercial audit of tile industrial concerns 
under Government? 

A. —Yes. But it depends upon the distribution of work also. We are a 
Government Audit department and if we go to a particular place and 
conduct a local audit, then we do sometimes under special arrangement work 
which the Accountant-General lias ordinarily to do. 

Q. —My point is this. Do the men recruited from the Accountant-Gene¬ 
ral’s Office possess the same amount of knowledge in commercial audit as 
those men who have undergone a training for the G.D.A. certificate? 

A. —No. Hut they have to pass our departmental examination in book¬ 
keeping, auditing and costing and the G.D.A. men got a training in the 
Government system also. 

Q .—For what length of time do these men from the Accountant-General’s 
Office undergo training? 

A. —Generally for one year. 

0 .—That is in hook-keepiug, auditing and costing? 

A.—Yes. 

Q. —Nothing about commercial practice, that is with regard to the systems 
hy which the documentary bills are negotiated counting house practice, 
etc.? 

A. —They are all included in tho books on commercial book-keeping. 

Q. —Thut is with regal'd to accounts. But what about Commercial 
LawP 

A. —Of courso wo do not know. In tho caso of the Government commer¬ 
cial concerns, very little of commercial law is required. 

Q .—What I am trying to arrivo at is whether you find the men who have 
been recruited from tho Accountant-General's Office or those who have 
received a training for one year or tho men who have undergone training in 
G.D.A. for three years, are better? 

A. —For G.D.A. it is not necessary to study for three years, because the 
graduates can appear privately and it is only the undergraduates who have 
to study for three years. 

Q .—Tho G.D.A. men also have to undergo practical training before they 
take to public audit business? 

A. —Yes, they havo to put in articles for three years. 

Q .—When you train your G.D.As. as accountants, do you not insist on 
thatP 

A. —No. We are taking men at different stages after passing the G.D.A. 

>.—You do not show any preference? 

.....—It depends on the supply. We have taken men on Ra. 130, and 
even on Rs. 220. The Director of Commercial Audit directly recruits the 
people and he fixes the pay, having regard to the length of service, age and 
previous experience, etc. 



Q :—What I want to know is whether men who have undergone a scientific 
training in accounts such as those of G.D.A. or men who have only under¬ 
gone an official audit training in the Accountant-General’s Office are more 
suitable far commercial audit? 

A.—Genic of the men from the Accountant-General's Office have proved 
very successful and some of the G.D.A. men have proved failures also. It 
all depends on the personal capacity and the plastic ability. Some of them 
cannot adapt themselves to tne requirements of the Government system. 
We have got to work side by side with the Government system and we have 
also sometimes got to do work ordinarily devolving on the Accountant- 
General also as a measure of economy. The arrangement is that I do some 
work for the Accountant-General also. 

Q ,—Have you at any time had to help the Examiner of Local Fund 
Accounts ? 

A. —No, it is a separate department under the local Government. But 
sometimes the Government of India ask us to do work for the local bodies 
also and then we do it. The criterion is whether the accounts to be audited 
require any knowledge of commercial accounts and only then our assistance 
is called in. 

9 .—Have you at any time entertained men who have received auditor’s 
certificate from Government? 

A. —Yes, we have. 

~ Q .—What are the different kinds of certificates the local Government 
grants? 

A. —I do not know about them. I believe that they have permanent 
and temporary certificates. 1 am a layman nnd we arc dealing with Govern¬ 
ment commercial concerns only. 

Q. —But you have been asked to take up audit of tile concerns under the 
Industries department ? 

A. —Only the concerns run by the Government. 

Q. —Do you mean to say not of those concerns to whom -the Industries 
department grants aid? 

A. —No. But sometimes in other provinces we have l>een asked to do that. 
We do all sorts of work which wo can do. For instance generally if the work 
is of a nature for which a knowledge of commercial accounts is not necessary 
the Accountant-General is called in. Ho is generally the financial auditor to 
Government. * 

Q .—Your men should possess an all round knowledge of commercial 
accounts P 

A. — Wo have not got very many private commercial concerns to audit,. 

-Let it be one. You will be asked to examine its accounts. Is it 

A. —If we cannot do that wo will say wo cannpt. Our duty is only to 
audit the accounts of the Government commercial concerns. 

Q. —What we are trying to arrive at is whether you can bring about a 
system of audit which will include all the present systems of audit? 

A. —That is you want to officialise the audit agency of all the concerns. 

9 .—You said a little while ago that the Government has au idea of estab¬ 
lishing a society of auditors and accountants by statuto? 

A .—The Government have got a Bill before the Assembly to set up n 
Board of Accountancy and that Board will open up a register in which the 
names of the persons qualified to practise will be entered and only the 
certificates of thorn people whose names arc entered in that register will l>e 
accepted. I believe that is the idea. 

Q .—Is it not necessary that all the men in your service should have got 
accountancy qualifications? 

A. —It is not necessary that our men should be recruited from people who 
possess that qualification. Because the head of the department is at present 
a chartered accountant it does not follow that the gentleman who succeeds 
him wiB be a chartered accountant^ Being a new departmental venture of 
the Government of India they brought out a chartered accountant, that is 
»IL 
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The Chairman: There is no reason why the head of the department 
should be an auditor at all? It is an administrative post? 

A. — We had our acting Director of Commercial Audit who was only an 
I.C.S. It is purely an administrative post. If he has a knowledge of 
accountancy, that is an added qualification. 

Mr. Gopcila Metion : What is the merit by which these certificates, 
permanent and temporary, are issued by the local Government? 

A. —The number of people who have got ■ permanent audit certificates 
will not be sufficient to audit all tho companies, and so the Government 
delegates the powers of auditors to people whom they consider qualified to 
audit. In England accountancy is a free profession. Only now,, a few days 
ago, they have appointed a committee to make recommendations for the 
registration of accountants. There, there are so many bodies of accountants. 

Q .—But most of the auditors are from those who have passed the exami¬ 
nation of the Chartered Aecountants or the Incorporated Society of 
Accountants and Auditors? 

A .—Those are tho two senior bodies, but there are probably 2,000 to 3,000 
accountants who have not such qualifications at all. Suppose there are 
5,000. banks and only about 30 such qualified aecountants. Then it cannot 
be laid down in the Act that all those banks should be audited by those who 
are thoroughly qualified men. Hence temporary certificates will have to 
be given to men to do that sort of work. About 15 years ago the Govern¬ 
ment were giving certificates to retired people of the Accountant-General’s 
office and those of the Public Works Accounts Office and to those whom they 
considered, had the necessary qualification and training, it was some years 
back that the G.D.A. examination was instituted and even then they had 
to grant temporary certificates to unqualified people. With regard to the 
qualifications of persons with temporary certificates and permanent certifi¬ 
cates they are the snine, only tho temporary is granted for one year and 
the permanent for all time. 

Q .—A G.D.A. candidate after he has passed the examination and after 
putting in three years’ articles under n qualified accountant and auditor is 
eligible for a permanent certificate, I suppose? 

A.—It is a matter to he enquired into; I am not aware of it. 

Q .—Apart from the G.D.A. examination there aro examinations held in 
• book-keeping, banking, commercial law, etc., under the Government technical 
scheme. I presume you are aware of it? 

A. —I have heard of it. 

Q .—You know the Institute of Commerce in Madras is training candidates 
for the G.D.A. examination and the Government Technical Examinations? 

A. —Yes. 

Q .—It is possible to widen the scope of that institute? 

A.—Not for the supply of accountants tor the various Government 
departments. The requirements of the Government are entirely different. 
That training can only be given in an audit office. I do not think that 
this school will be suitable for providing recruits for the Accountant- 
General’s office. 

Q .—That in because the Government system of keeping accounts is not 
taught there? 

A.—Yes. 

Q .—What I wont to know is whether we can get an institute where 
almost all accountants and auditors can be trained up? 

A.—I do not think we can have that. The Government Accounts depart¬ 
ment cannot look to this source only. The officers of the Indian Audit and 
Accounts Service are uot recruited from chartered accountants. Men are 
recruited in open competition and then afterwards training is given to them. 

Q .— What I mean is that cannot we give a course of training in theory 
and if possible in practice in an institution liefore the men are taken up 
to the offioe? 

A. —They can only get instruction in theory in commercial book-keeping 
and not in Government book-keeping. 

Q. —Do you think the Co-operative department is part of the Govern¬ 
ment P 
4.-Yes. 
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Q .—The auditors who work there are trained in institutes ? 

A.—I do not know. 

©.-^There are now so many institutes started to provide men for audit 
in toe Co-operative department. Is it not possible to train men similarly 
for the Accountant-General’s office or for the Local Fund office auditP 

A. —I do not know. My opinion is that it will not work. 

Q .—Suppose this Commitijee recommends that not only the joint-stock 
banks but also indigenous banks should be audited by trained auditors we 
want men to be trained to carry out such workP 

A.—That can be done. 

Q .—If that can be done why not for every other purpose, including 
Government audit? 

A .—Government audit hinges on Government administration and Govern¬ 
ment policy. The scope and extent of audit and the volume, etc., are all 
now in the melting pot and liable to frequent changes. For example, the 
Government have now got on hand a scheme for the separation of audit 
from accounts. The particular system of training given in the institute in 
my opinion, will be of no help. Tlie best training u man gets is iu the 
office. 


Q .—Is it your opinion that the Institute of Commerce cannot be used 
for that purpose? 

A .—Commerce is different from Government accounts, if the Government 
have an institute of their own that can bo done. 

Q .—I do not want that particular staff to teach, other staff can be 
recruited. 

A.—We have now got several kinds of accounts, postal accounts, railway 
uccounte, military accounts, telegraph accounts, public works accounts, civil 
audit, local fund audit, etc. Teachers will have to be required for all these. 
Then Government records also will have to be brought in and 1 do not think 
that it will be a very successful venture. 

0 .—Who now controls the joint-stock companies’ accounts? 

A.—I believe the accounts aro audited by qualified auditors und the 
Registrar of Joint-Stock Companies files them. 

O.—Do you think that it is satisfactory? 

A.—That depends on the policy of the Government. 

Q .—Do you think that men with commercial knowledge and acquainted 
with book-keeping and commercial practice are necessary for checking these 
accounts? Do you think the Registrars have not got that knowledge? 

A.—The Registrar of Joint-Stock Companies will lie able to say what 
scrutiny is exercised in his department. 

0.—We want trained men to scrutinise balance sheets in his office? 

A.—That is not audit? 


Q .—-At least it is considered to be audit. You want men for that purpose 
and they must be trained somewhere before they are recruited for that sort 
of work. Do you not think that such trniued hands should be attached to 
bis office? 

A.—It depends on the degree of control they want to exercise over 
private concerns. If they think that the concerns are all right they can 
leave it to themselves. The legal liability of tire auditors is there and that 
is enough. 

Mr. Thomas: You spoke of the separation of audit from accounts. Has 
it not been put into operation in some provinces? 

A.—As an experimental measure it has been put into practice m one 
province. The Central Government have already carried it out in some 
departments and it has been introduced in the united Provides* also. 

0 .—Has it not been started in Madras? 

3.—No.^ 

Q.—Have yon had any experience of audit of joint-stock companies either 
in this Presidency or elsewhere? 

A—I have had no personal experience. 
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Q .—In spite of auditing carried on hy certified auditors cases of defal¬ 
cation have been taking place and the auditors were not able to discover 
them? 

A. —Yes. We have read in the papers the case of the Bengal National 
Bank and some years ago there was also the defalcation in the Imperial 
Bank of India, Madras. 


O .—What proposal would you make to remedy that? 

A .—Even ni Government concerns there have been cases of failure of 
audit, but it depends on the frequency of these failures and also the magni¬ 
tude. If the Government want to lay down a policy it is open to them to 
institute a super-audit of their own in addition to the. statutory audit which 
is now required to be conducted by qualified auditors. 

Q .—Is the provisions now contained in tho Indian Companies Act sufficient 
to secure the interests of the depositor in the joint-stock banks P 

A. —1 cannot give a personal opinion, because I do not know how far the 
failures of audit are common. 

Q. —From the case of defalcations that have come to light, it is clear that 
the present system of audit is inadequate. Is that not so? 

A. —Possibly more stringent measures for tightening the control are 
necessary. 

Q .—How can we effect it with least expenditure to Government? 

A.—Of course, it will ho expensive hut the cost may probably be recovered 
from those hanks or auditors. 

ty .—Would it bo possible for the local Government to have its own 
auditors or get the help of the auditors of the Central GovernmentP 

A .—It is a matter to he considered. We will be willing to take it up, 
but that is my personal opinion and T do not thereby commit the Director 
of Commercial Audit. But it is a question whether it is advisable for the 
Government to undertake the legal responsibility. Supposing the Govern¬ 
ment employ a staff and they do the audit and if any defalcation has occurred 
we have to consider how far the Government will be legally responsible 
for tho defalcation. That is an important point to bo considered. 

Q. —So there are risks in the Government undertaking this work? 

.4.—Certainly. 

Q .—What other agency can undertake this audit? 

,4. —Perhaps for some time until tho level of efficiency is increased prob¬ 
ably some kind of Government intervention is desirable. It is advisable for 
a few years, say for ten years for the Government to have some sort of 
supervision of the audit. The local Government may have power to require 
one of their qualified auditors'or another auditor whom they name to con¬ 
duct the audit once in two or three years and furnish them a report as to 
the financial stato of the concern. 


O .—You were speaking something nbout the training of these auditors. 
Ts the present theoretical training given to the students of the G.D.A. class 
sufficient? 

A. —Yes, the theoretical training given is good enough and compares well 
with that of the Incorporated Accountants and that of the chartered account¬ 
ants. 

Q .—Is it possible to have a higher kind of commercial training, say a 
carefully drawn-up B. Com. course? 

A .—The B. Com. degree is not an all-India degree and that is why the 
Government are just now thinking of setting up an Accountancy Board. 
Moreover, in the B. Com. degree there is much that is not quite necessary, 
for the accountant. 


Q .—With regard to audit of accounts in the vernacular do you think that 
there is any difficulty? 

A. —No. At present books kept in the vernacular are being examined 
for income-tax assessment. If the accounts are kept in Gusarathi then they 
appoint one Gusarathi to scrutinize the accounts. But that is for carrying 
out detailed audit. But if Government are going to restrict the scope of 
their activities and conduct the audit from a broader point of view namely 
seeing whether the reserve fund is sufficient and so on then there is not 
•o much necessity for persons knowing the vernacular. 


77 
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J .—What are the different kinds of audit? 

.—’There is the mechanical audit and the higher audit. But the auditor 
is not an insurer. Because be has conducted an audit it does not follow 
that the books are perfect that there is nothing at fault. 

0.—You have some idea as to what kind of audit is now carried out by 
the certified auditors P 

A.—I have no idea. I have also not carried out any such audits person* 
ally. Most of the well-to-do banks have auditors of their own who conduct- 
the internal audit and the statutory auditor comes and verifies whether that 
audit has been done well, verifies the balances, sees whether the securities 
are allright, and then certifies the balance sheet as correct. 

Q .—1 suppose you have audited the accounts of the Kerala Soap factory? 
A.—Yes. 


Q .—What do you think about its propects? 

A.—Its business can be extended if the Government will encourage its 
other departments to place their orders with them. 


Q .—Could the cost of production be reduced? 

A.—If the output is increased, then the cost of production will be less, 
the overhead charges remaining the .same. They are not turning out at 

S it the maximum economic output. I had been recently there and I 
that the orders were not sufficient for full work. If they conld get 
some more orders then it will work very successfully. 


The Chairman : If other departments could get their own soaps from 
somewhere else at a cheaper rate? 

A.—Even then it will pay the Government and those departments to 
buy from this .soap factory. 


Mr. Thomas: If the Calicut Soap institute cannot sell soup as cheap as 
other Concerns then it means either that the management is not so efficient 
or that some external combine is dumping its soaps here? 

A.—Possibly. 


Q .—Looking into the accounts of the concern do you think that its 
prospects are good? 

A.—Yes, if they can secure more orders. That is clear from the accounts. 


The Chairman: Have vou any experience of the soap trade? 
A.—No. 


Mr. Thomas: You are only speaking from the examination of accounts? 
A.—Yes. The figures show that last year the soap factory made profit 
on account of the orders from tile Military Department. But the figures 
after that show that there is a loss. 


Q .—Suppose the Government sells it off to a joint-stock concern. Do you 
think that it can then be run more economically? 

A.—That I do not know. Probably then u manager can be had for n 
cheaper rate of pay and the private company might be able to do with a 
smaller salaried staff. Again the Government have got to pay pension, and 
Government have got their own policy in regard to the pay and allowances 
of the non-gaaetted staff. Probably a private man would not have regard 
to all these considerations. There may l>e certain factors which make Gov¬ 
ernment management more expensive. 

f .—In regard to the fisheries? 

.—I have no personal knowledge. It was done by Mr. George and I 
had no occasion to go through the figures. 


(The witness then withdrew.) 
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Oral evidenoe, 

The ('hailman : What is, the object of the Madras Central Urban Bank? 

/I.—It is to co-ordinate the funds of the Presidency and to facilitate credit. 

(J .—It is there in the interests ol the members of the co-operative societies. 
Is that statement not fair? 

.1.—Yes, it is in the interests of the co-operators. 

Q .—Either rural or urban? 

A.—Largely for rural. 

Q .—At present the business that it is doing is purely receiving deposits 
and giving loan to the district banks and incidentally gives loans to the indi¬ 
vidual shareholders on the security or their shaves. Is that not? 

A.—To tlio shareholders and depositors. 

Q .—It is not doing any business on discounting bills? 

.1.—Not at present. 

Q .—Auy suggestions that it should? 

A.—For some time past it has been suggested bv me to the Board of 
management, but they hare not considered the proposition. They think that 
in view of the tact that the Banking Enquiry Committee is sitting and that 
the Central Banking Enquiry Committee will also go into this matter, this 
subject bo postponed tor some time pending the Committee's recommendations. 

At the lost meeting of the Directors, there was a proposal of extending the 
scope of the business ot the bank and it was proposed that the bank should 
advance money on crops, but the proposition was vetoed. There was also the 
proposition by one of the members of the Board asking for advances beyond 
the borrowing capacity in cases where monies were advanced on security of 
crops and the matter was referred to the Registrar and the Registrar said 
that ut present it was not contemplated that the central banks should be 

i iermitted to borrow beyond the borrowing limit to stimulate holding of crops 
or favourable prices. 

O .—When you .speak ot advancing on crops you mean produce in godowns ? 
A.—Yes. 

Q .—At present most of tho central banks have a fairly considerable margin 
of borrowing power? 

A.—The question was raised by the Ellore Central Bank. 

Q .—But the borrowing power of the society disappears when the produce 
is put into the actual possession of the lender? 

A.—Yes. That is the tenor of tho circular of the Registrar. My recol¬ 
lection of the discussion that took place was that the Registrar said that the 
Central Banks should not be allowed to borrow beyond their maximum capacity 
even if such borrowing was on the pledge of produce stored in godowns. 
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J .—That is recognised as a legitimate agricultural co-operative business P 
.—Yea. It is becoming more and more apparent that during oertain 
seasons of the year large amounts of capital get concentrated in the hands 
of the provincial bank and it is found that there is no profitable method of 
investment for this large capital, and the only source that is available is 
either to deposit it with the commercial banks or to purchase Government 
of India securities. But the unfortunate position is that Government secu¬ 
rities are declining in value so rapidly that the provincial bank which has 
invested a very largo proportion of its working capital in Government secu¬ 
rities are being put to the necessity of writing down very heavily on its 
capital holding. It was found on the U(lth December 1929, when it had to 
value its assets, the amount of depreciation on Government securities worked 
up to somewhere neur Its. 4 lakhs. 

Mr. Thomas: Out of a total of? 

A. —Rupees 68 lakhs. 

Such being the case 1 think it is but reasonable that the provincial bank 
should find out other methods and means of investment of its funds for 
short periods bo that it may not entail any loss upon the large amount of 
capital it has got to collect to carry on its legitimate business of providing 
finance to the various co-operutive organizations. It is found, I am speaking 
subject to correction, in the Nordon i Bank in Moscow, that institution is 
permitted to-discount bills and enter into foreign transactions for and on 
behalf of the co-operative institutions that arc affiliated to it. They sent us 
some of their reports a couple of years back. 

Q. —But do you suggest that Moscow is a good model? 

Mr. Itangaswam i: Let it not be judged by the political conditions 
existing in Russia. It lias been admitted on ail hands that co-opcration has 
advanced very largely in Soviet Russia. 

Mr. Krishna Men on : When the question of tho extension of the activities 
of the Central Urban Bank was considered at the last meeting of the Directors. 
I was ono of those who objected to any expansion. It was xiroposed to lend 
on any securities but I was against it. It is not so much money that is 
required but a proper system of finance. That tho present system is bnd had 
been found out during tho last 20 years and from our experience of that some 
alteration is required. With regard to the system of financing agriculture, 
the mere creation of societies for lending without any regard to the object 
for which money is lent is the roal cause of the trouble. Half of the loan 
if not more is utilized for the paymeut of prior debts. This portion does not 
bring in any increased crop. What is wanted is the output or income from 
the land should be increased. The whole of tho money that is at present avail¬ 
able in the co-operative bunks would lie exhausted if we bad financed the 
crops. Even now I do not thiuk all the district banks know how to finance 
the crops. 

Q. —What is the period of the year during which you say the funds arc 
idle? 

Mr. Itangaswamg: A.—The agony starts in May'and goes on continuing 
till October and even November. What happens is during the busy period 
about November or December there is unprecedented, rush for money. At 
present there is an unprecedented demand on the provincial bank and since 
November 1929 we have lent Rs. 45 lakhs. 

0 .—It has been borrowed to pay the sowcar? 

A.—1 find that a good portion of it has gone as loan aguinst produce. 


Q .—It means tho ryot ia badly in need of money und ho cannot hold tho 
produce unless ho has money? 

A.—Yes. 


Mr. Gopala Menon : Through whom have you lent that Ks. 45 lakhs? 

A.—Through the district banks. Owing to this demand our resources 
have been Strained to the extreme and we have trenched even upon our Said 
resources. 


During the months of June, July and August when the ryot requires 
Money during tlie sowing season the borrowings from the Centwl. Banks are 
Sot good. 



Q .—When is this money going to bu repaid P 

A.—Repayment to us starts in July. There is first the collection to* 
wards the close of the co-operative year. Then repayments come in steadily 
so (hat in August we find ourselves absolutely submerged in surplus. 

Q. —That is at the time the ryots are taking cultivation loans? 

A.—Generally it seems to mo that cultivation loans are small iii volume 
when compared with tho amount required during the busy season for advanc¬ 
ing on crops and for payment of kist. 

Q .—Why is that? 

A.—Cultivation expenses are not heavy. 

Mr. Krishna Me nun: The whole system ot long-term loans must be knocked 
on its head; we cannot afford to give long-term loans at all. The moment 
a new society is started people must be educated to take only short-term loans 
and they should be clearly told that amounts will Ihj lent to them tor culti¬ 
vation expenses only. Now they take very little loan from the co-operative 
banks for cultivation expenses. 

Mr. Thomas: What are cultivation expenses? 

Mr. llumusu'tnni: A. —Expenses incurred tor purchase of seed, lor plough¬ 
ing, and for manuring. In home districts money is also borrowed for purelnisc 
of cattle ospeciully whore there is lift irrigation, when cattle are changed 
almost every two years. Some eooly labour when engaged lias to be paid and 
this payment may be included in cultivation expenses. 

Q .—At tho harvest the crop goes to the creditor? 

A.—During the period from January to March there is very heavy 
demand for money. The harvest is gathered during December and January 
and sometimes it goes on in February also. People want to make a higher 
profit by sale of their produce and they like to hold up the produce till July 
or August when the price of paddy is at its maximum. Hut the creditors 
will be pressing them for money on the thrashing floor and it is for meeting 
that demand that they very largely borrow money. 

0 .—For what purposes are they borrowing money? 

A.—To hold tile produce for a better price and pay the men from whom 
they have borrowed. Probably Its. 35 is the amount that will be tho cultiva¬ 
tion expenses for one acre, hut 1 am not quite sure. 

The Chuirman : Am I right in saying that in the co-operative bank the 
agriculturist is not able to get the money exactly at the time it is wanted? 

Mr. Krishna Menon : .4.—There is a certain amount ol delay. That is the 
root of the whole trouble. The co-operative society is composed of a few 
well-to-do people and some poor people. The borrowing power of the society 
may be Its. 2,000 to Its. 3,000 and it is very seldom that the poor cultivator 
who is a member gets some money. Secondly they do not get it in time 
because they get loans once or twice or three times a year and that never 
goes for cultivation cxjienses. The nature of the loan precludes its being 
used for cultivation expenses. Whenever they want they must get tho money 
for cultivation expenses. That is impossible under the existing conditions. 

Q .—There must, at the same time, be some check on their borrowings? 

A.—My idea is that all their prior debts should remain because we cannot 
clear it altogether. 

Mr. Thomas: But the interest on old debts is heavy. You must convert 
such debt at a higher rate of interest into a new' debt at a lower rate, is 
it not so? 

A .—We will lend them only from 2 to 3 years at most. 

Q .—You say 20 times the land revenue is the debt of an agriculturist and 
l/10th of the produce is the land revenue. How many years will it take for 
hum to pay off that debt? 

A .—But here the whole of the produce cannot bo utilised for the repay¬ 
ment of that debt. * 

Q. —It amounts to this then; the land mortgage banks are needed to enable 
ryots to repay their loans, for oo-operative loans should be utilised for financ¬ 
ing present produce and not for repaying old debt? 

A.—Yes. 



Q .—But is there no difference between a prior debt which can be repaid in 
S or 3 years and other prior debts which will take many years to clear P 
A. —That is a different matter, what I mean is the prior debt that has 
been aooumulating for ages. 

There are generally three charges on the crop. The first is the culti¬ 
vation expense, secondly there is the living expenses of the agriculturist and 
his family and then comes the other debts incurred. 

S .—After paying interest there is nothing left for the ryot? 

.—In most cases it is so. Take for example a ryot having a debt of 
Bs. 500 and owing three acres of land. He gets out of it a net income of 
Rs. 120. From this ho has to keep himself and his family going throughout 
the year and has to pay interest on the loan ns well as redemption charges. 

The Chairman, : The general position is this the co-operative bank can 
lend a certain amount of loans tor five yenrs provided an equal amount is 
lent on very short terms. 

A. —Yes, that is a compromise. Even to that limit it 1ms not been worked 
out in the interior. There the societies have not been educated to realise the 
value of short-term loans. There is this difficulty; suppose a ryot has taken 
money from a sowcar. How is he to disentangle himself from that man in 
order to go to the society. 

J .—It is a vicious circle and you do not know where to blurt cutting} 1 
.—Yes, exactly. 

Mr. Thomas: But unless you somehow redeem him from this previous debt, 
you are not going to achieve much ? 

A. —Unfortunately if you carefully analyse the position 30 to 40 per cent 
of the people cannot redeem their old debts. No system oi credit will be able 
to redeem them from those dehts. The co-operative societies also will not bo 
able to take it. 

The Chairman ; The point is this. Js there any indication of the funds 
being more used for short-term purposes? 

Mr. Krishna Me non : A. —We must entirely remove the possibility of 
borrowing for prior debts. The by-laws must bo changed altogether, if not 
they will abuse it. This money cannot be utilised for that purpose. 

Mr. Thomas-. Is it not possible to classify old debts us easily redeemable 
and those not so redeemable? 

A. —if the crop is pledged to a prior debt, by all means that debt can be 
redeemed. But it cannot bo so in tho case of an accumulated debt of 30 or 
40 years. 

Q .—At any rate small debts recently incurred may lie taken over by the 
co-operative societies? 

A .—Provided the debts can be cleared iii the succeeding year. 

Q. —Supposing the co-operative society asks a ryot to repay a loan in three 
years, the produce being taken by the oo-operutive society which sells the 
same pays itself aud possibly kist and gives him the balance ? 

A. —Even that can be done to a certain extent. But it is only as u com¬ 
promise 1 say. The correct aud the proper thing is to advance on the crops 
of the present year. If under the circumstances owing to failure of crops 
due to want of rain or other unavaoidable causes the amount could not he 
realized from the crops then the period may be extended as u compromise. 

Mr. Bangaswamy: With regard to this question of long and short-term 
loans the voice has got to be heard that the co-operative societies have got 
to finance the agriculturist for his agricultural industry and the demand here 
is not only for short period loans but for loans for intermediate periods. For 
instance the purchase of cattle is an ahsolute necessity and in dry areas like 
Cudd&pah a pair of cattle purchased for Rs. 600 will be of no use after 
the first two years. In such cases the ryot has to be advanced Its. 600. He 
would not find it possible to return the amount in one or two years aud so 
you have to give him a long-term loan for four or five years. That question 
always arises in places where heavy amounts have to be spent for the pur¬ 
chase of cattle. Without the cattle they cannot raise crops in very many qf 
these places and the deterioration of cattle is due to the special method of 
using them for lifting water. 
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Mr. Krishna Men on: Half of the trouble arises from the deterioration of 
cattle. The normal period of usefulness of a pair of bullocks is 18 years if 
they are properly attended to. But now the average is three years in tho 
interior. All these arc economic troubles which make the ryot insolvent 
practically. Half the number of families in Malabnr have been ruined by 
the purchase of cattle in the last four or five years. 

The Chairman: Mr. Menon, can you suggest any improvement? 

A.—I am an extremist in regard to this. At present the possibility of 
borrowing is so wide; but we must curtail the power to borrow and must give 
the first chance for crop production. 

Q. —Theire is the difficulty of getting money quickly. How do you propose 
to get over that? 

A.—At present all these money-lenders in the interior get the crops on 
pledge and are able to realize the money. In the same way we must also have 
a legal hold on the crop. Now, for instance, let us take the case of a cooiety 
which is newly started. There is no use of lending Rs. 3,000 or Rs. 4,000 in 
one lump sum. Tho new society can be given a cash credit to be utilized for 
lending to members for the production of crops. Before the members are 
udmitted their normal requirements for the production of crops are to be 
ascertained and registered. The panchnyatdars of soeieties should meet these 
requirements from the cash credit without waiting to get funds through formal 
loan applications. The full amount of cash credit may be secured by society’s 
pro-notes. 

Mr. ltaiHjusiranvi .—You have got to divide the borrowing power of the 
society into two watertight compartments, one for time loans and one for 
cash credit to lie available whenever it wants it. That of course presupposes 
very careful supervision and prompt collection. There must lie some agency 
to see that the amounts are collected on the due dates. There is absolutely 
no incentive on the part of the ryot to return the amount on the due date. 

Mr. Thomas: What is the agency that you are thinking of for the collertion 
of the amounts? 

A .—A well-paid efficient agency. What does the sowcar do to get back 
his money? He waits till tho time of the harvest and then there is his man 
on the spot to realize the money. So also we must have a well-paid efficient 
staff whose duty it will be to go to those places nt the time of the harvest to 
realize the money. 

Q .—You cannot nsk the ryot to sell the produce immediately it is harvest¬ 
ed i Will that not mean a loss to him? Oil the other hand should not the 
co-operative society help him to hold out his produce and sell it at the highest 
uvailablo price? 

Mr. Krishna Menon : 1 will tell you in regard to tlint. Of the 600 societies 
in Malabar only one society has employed this method successfully. The 
moment a society was formed for selling arecanut, the members paid all 
their arecanut in time to that society. The moment it is transferred to the 
loan and sale society their loans arc practically cleared. The loan and sale 
society send the produce in its own time to the different places. 

The Chairman : Mr. Rangaswami. you were suggesting that the work of 
the society should be divided into two departments, one for cash credit and 
tho other for long-term loans. But cash credit implies that the bank has 
always to keep that cash available? 

Mr. Sangaswami: Quite so. 

Q .—What is the extent of the cash oredit? 

A.—It must lie a full year’s requirements for the whole society. 

Q .—But the department was suggesting that it should only three or four 
months’ credit and you have to take a rough estimate of the requirements of 
the next three or four months. Will that not doP • 

A.—It would not work very great hardship. 

Q .—According to your suggestion the amount of money which the central 
bank would have to keep in a fluid condition would he a very large amount. 
Is that not so? 

Mr. Krishna Menon : But the correct method of cash credit requires that 
the money most be coming back from the societies to the district bank. 
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Q. — It it questionable whether there will be enough money with the central 
bank to meet the whole demand ? 

Mr. Bangatwami: The amount required will be very large and there will 
be some strain. 

Q .—’That was one of the main reasons that induced us to put forward the 
other suggestion that the societies should calculate their requirements for the 
next four months and get the amount necessary? 

A. —In the cose of the commercial transactions there are the same difficul¬ 
ties but there they are able to get over the difficulties. 

Q .—Their business is much more cut and dry. They can foresee much 
more dearly and give loans only on certain securities available at the time. 
Is that not so? 

Mr. Krishna Menon : There they deal with the question of marketing and 
transporting hut in the case of the co-operative society the question is more 
in regard to production. 

Q .—In the case of the co-operative society am I right in saying that you 
are lending money on every conecivnblo paper in all seasons of the year? 

.4.—It all depends upon the total volume of produce. It is very easy to 
calculate the requirements of the ryots ii we had l>een very careful in starting 
the society. 

J .—Really you can keep them within their normal requirements? 

.—Yes. 

Q .—Do you think it would he possible to work up the business of short¬ 
term loans by proper calculation? 

A. —Yes. But unfortunately we did not do the correct thing at the begin¬ 
ning and that is the whole trouble. 

Q.-~- 1 take it that the business ill discounting bills in provincial banks is 
somewhat easier business than lending money for cultivation expenses? 

A. —The moment the society does that, all the attention of the members 
will be diverted to the dividend that they will get. 

Q. —At present the difficulty is though it is easy to give loans it is not 
so easy to collect them? 

Mr. Bangaswami .—The amount does not come at tho time that they are ex¬ 
pected to be repaid. 

Q .—Is that not done in Bombay? 

A.—Yes, it is being done in the Bombay Provincial Bank to a very large 
oxtent. The information I had is to tho effect that their total business came 
to Ha. 70 lakhs to Rs. 80 lakhs during the year before the last and for a 
turnover of Rs. 2 crores seventy or eighty lakhs is not too much. 

O.—Do you think it is bettor to copy Bombay? 

Mr. Krishna Menon: The agriculturists have no system of short-term 
credit similar to that for the traders. Except the pro-note of a co-operative 
society there is no other short-term credit available for the ryot. But in the 
case of the merchant there is the hnndi, the bill of exchange. They are all 
discounted in the commercial banks. There U ccedit available from the 
Marwaris and the sowcars we know. It is injurious to the ryot. My point 
is that we can discount the hundis provided the hnndis are granted by the 
agriculturists. 

Mr. Thomas: What is the kind of agricultural pao’r that you are speak¬ 
ing of? 

A.—Suppose I am a pepper cultivating ryot. I may require for the next 
three or four months Rs. 400 or Rs. 500. I must be able to draw a bill which 
will be discounted by any of the banking concerns. 

J .—But is the hundi the same as a pro-note? 

.—-It is as good as a pro-note. 

The Chairman: What is it based on? 

A. —Agricultural produce. 

Mr. Gopak t Menon: Who is to judge of the repaying capacity of the 
holder of the produce? 

A. —The primary society should accept the security. 

The Chairman: Whet* is the security? 

A .—What is the security now given by a member when drawing a pro- 
note? - There wOl be the same security. 
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Mr. Qottala Menon: Will you limit such transactions? 

A. —Yes, up to the value of the price of the produce nud the primary 
society will be made responsible for such advances. 

The Chairman-. How can you enforce the responsibility? 

A. —How is the agricultural loan now secure? The same thing should 
apply in the other case also. 

Q .—Then you are simply making a pro-note a hundi. Is that not so? 

A.—In the case of the hundi there is a fixed time for payment and it can 
be negotiated and discounted in the regular banking system. 

Q. —Why can you not discount a pro-note? 

A .—Who will discount our pro-notes now? Is there a banking institution 
in this country which will discount our pro-notes? 

Q. —How can you discount a demand pro-note? 

Mr. Bangasirami': By the nature of the instrument it cannot be discounted 
because of the indefinite period of the pro-note. 

Mr. Krishna Menon : If you create facilities and give the ryot as much 
banking facilities os you give to a trader then he will prosper. 

(J .—What is the occasion of the discounting by the primary society? Why 
not it lend the money straight away? 

A. —The lending of money has produced all these troubles of misuse of 
funds. 

Q. —What I do not follow is this. What advantage do you get by executing 
a usance hundi or pro-note which will fall duo when the crop is harvested? 

A. —The same advantage which a trader has, provided, he sees that the 
hundi is honoured in time. 


Mr. Gopala Menon: The District bank can discount it with the Provincial 
bank and get money immediately for granting loans? 

A. —Yes. 


The Chairman : Will any outside body discount such liundis? 

.4.—It has been considered that trade bills alone are discountable. 


Q .—In the case of trade bills you have got a definite property; but in the 
case which you contemplate there is at the moment no property but you are 
only going to have it at the end of three months. Is that not so? In the 
case of trade bills, you have got a definite existing property in existenco in 
the process of trade at the moment, and it can be sued upon at the end of 
three months if the bill is not honoured. But in the case of the hundi drawn 
by the agriculturist there is nq definite property for the moment. Is that 
not so? 

A.—You speak of the uncertainty of the crop. 

Q .—There is another point too. In the case of the trade bill the trader 
cannot very well get away from that. But in the case of the crop what has 
been told us in Coorg by most of the witnesses is tiiat in a number of cases the 
man who takes a loan on the pledge of crop sells the crop to somebody else. 

Mr. Gopala Menon : Cannot that be avoided by taking a letter of hypothe¬ 
cation along with the bill? 

A .—Let the society take some other security also. 

The Chairman: For what purpose has the loan to be given P 

A .—For maintenance and for cultivation expenses. 


Q .—For maintenance you are in difficulty. But for the cultivation of the 
crop may I suggest that at the moment there is a bill before the Government. 
Suppose you make a definite charge on the crop for any co-operative loan, 
would that not be sufficient? 


A .—I think it will. 


Mr. Gopala Menon : What is suggested is an agricultural paper. The 
society is now advancing money on the crops. But instead of that you want 
the money to bo advanced in the form of an agricultural paper supported 
by any other security in the shape of the letter of hypothecation or things like 
that. The question is whether that is possible. 

A.—Yes. 


78 
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The Chairman : The whole point is that you think that ai paper of that 
sort might be discounted with the district hank and then re-discounted with 
the provincial bank. But that alone docs you no good. You must be able 
to discount it outside as well P 

A.-~-Yes. At present the trouble is due to the development on one side 
only, that is the side of marketing and transporting and the side of pro¬ 
duction has been ignored. 

Mr. Thomas : In regard to the point of taking the crop from the ryot 
you would suggest that each primary society takes chaigc of lhat or would 
you eonoentrate that work in the lean and sale society? 

A. —In some cases it is not possible to put the whole thing on the loan 
and sale society. You can have the loan and sale society only for the com¬ 
mercial crops and that too if there is any surplus. But it is better to have 
some sort of control given to the society. 

Q .—Would you also advocate the system of the co-operative society paying 
the kists? 

A. —A11 this will follow if the system is complete. 

Q. —Then the Government too will be considerably benefited? 

A.—Oh yes, but the foundation must be all right. 

Mr. Bangaswami : I think that in the Circars nnd in certain other places 
the kist is being paid jointly. 

The Chairman : There is one thing I should like to refer to and that is, 
is the statement regarding the sale and marketing of tobacco in your memo¬ 
randum based on any personal knowledge? 

Mr. Bangaswami : A. —When the reply to the questionnaire was considered 
by the directors, one of the directors gave out that as from his own personal 
knowledge. 

Mr. Thomas: You also mention something to that effect in your written 
evidence; you say “In their avidity to get ready cash, the cultivators are 
handicapped on account of the fact that the exporting houses and their repre¬ 
sentatives fix the price so low that the difference between the rate agreed 
to by the cultivators and the rate that prevails in the market is unfavourable 
to the latter 1 ’. To which crop do you refer to? 

A. —When I wrote that I had in my mind the groundnut crop. When the 
crop is in the fields the exporting houses go on advancing money to the 
cultivator and the price at which the crop is to be delivered as soon as it is 
harvested is fixed beforehand irrespecitve of what the price will he at that 
time. In every many of such cases I have been given to understand the price 
given is from Rs. 5 to Rs. 8 less per unit and the unit is one ‘ pothi 

Q .—Does it apply also to tobacco? 

A.—About tobacco I am not aware. 

O .—But the Committee needs information about tobacco alsoP 

A. —Certainly the Banking Enquiry Committee can go into the finance 
and marketing of tobacco. 

Q .—But T should have expected that since the M.C.U.B. made that state¬ 
ment in the reply to the questionnaire its representatives would bo able to 
suhstantiate it? 

A. —That statement was included there by one director who said that it 
was based on his personal knowledge. 

Mr. Gopala Menon: You say in your memorandum that the total expendi¬ 
ture required for cultivation expenses is between Rs. 80 and Rs. 40 crores. I 
want to know what percentage of the agricultural population stand in need 
of loans? 

Mr. Bangaswami : A.—It is only the small holder who stand in need of 
loans for agricultural expenses generally those holding between 1 to 6 acres. 

I .—Have you any idea as to the percentage of such persons? 

.—I think about 60 to 70 per cent of the agriculturists are those holding 
between 1 and 5 acres. 



Q ,—Cun you state the sources from which these people draw their finances 
at present!' 

A.—The main source from which they get money for their cultivation ex¬ 
penses is the village money-lender. Next comes the well-to-do ryots and 
next comes the village bnzaarmun who combines in himself the business of a 
buyer and seller of produce and a small hanker. Then come the itinerant 
produce brokers who are agents of other bigger houses. 

Q. —But the last class of men finance internal trade. 

Mr. Mangaswami: A. —After that come the indigenous hanker who plays 
the role of a universal supplier to the cultivator; he lends money, carries on 
trade, sells raw materials to lie converted into manufactured goods and from 
the artisans get back the finished goods lor sale. All these business are 
combined in one man. 

Q. —And only lastly conic the co-operative society!' 

A.—Well, in very many fuses the cultivator himself goes to the co-operative 
society only last. The readiness with which the ryot gets his loans from the 
indigenous banker or the village money-lender w ithout much of formalities 
induces him to go there. 

g.—What is the extent of the part played by the co-operative societies 
in this financing? Your bank must have had somo information? 

A. —1 have not worked out any statistics. 

Q .—What is the extent to which the co-operative societies have touched 
the ryots? 

A .—Now the capital of all the co-operative societies is 7 crores. The 
cultivation expenses for which finance is required is 40 crores. Out of these 
seven crores, say, about half is spent in clearing old debts. Then only about 
.‘1 or 31 crores is used for cultivation expenses. Thus it is only about 1/lBth 
part of the finance that is required which is met by the societies now. 

Q.~ So in your opinion you think that a great deal more is required? 

A.—Much more. 

Q .—Can you give any suggestion as to how this demand can be met 
because the co-operative societies have touched only a small percentage. 
Wlint other agency will you suggest? 

A.—[ would suggest the greater extension of the co-operative agency 
itself. 

Q .—In your own (Mr. Raugaswami) memorandum you state that 26,000 
villages are yet unserved by co-operative societies. Can the co-operative 
agency be extended to those villages or will we have to bring in some other 
financing agency or organization to help them? 

A.—Co-operative societies can lie extended. 

Q .—Now there is the village money-lender uud the co-operative society. 
Can any sort of co-ordination bo brought into being between the twoP 

.1.—The ideals of the two are quite different and how can there be any 
co-ordination lie tween them? The only way by which we could improve the 
economic condition is by the extension of the co-operative societies. 

Q. —Do you think that tho present primary societies have justified their 
existence by meeting the needs at least of the small ryots in a locality? 

A.—In certain villuges they have done so. In one village in Chingleput 
l know the people of the village have no debts other than these to the co¬ 
operative society. In very many areas existence of the eq-operative society 
has brought down the prevailing rate of interest. 

g—Do you think (hat there is work for these ryots throughout the year? 

A.—They do not have work and it is absolutely necessary to find out some 
sort of work for them in their leisure time. 

Q .—You want finance for that too? 

A.—They do reqjuire finance. You can work it through the co-operative 
societies, at least ns an experiment for some years. In the Salem district it 
is being done, the ryot is being financed for the purchase of cotton for 
spinning. 

Q .—You want to finance them for redeeming their prior debts and also for 
effecting permanent improvements P 

4 ,—Tlie relieving of prior indebtedness can be done through the land 
mortgage banks, an institution which could attract capital and deposits for 
long periods and lend it for longer periods. 



. —1 wish to know what the directors of the bank have done in order to 
increase or organise primary societies in the villages where it is not existing 
at present P 

A.—The directors of the M.C.U.B. have not organised any society and 
they have been dependent on the cooperative department to do that work. 
The M.C.U.B deals only with district banks. 

Q. —Have the district banks undertaken any work in that direction t 
A. —The Central Banks have not undertaken ouy definite work to increase 
the number of societies whereas I find that there is a movement to improve 
the existing institutions by rectification and consolidation. 

Q .—You have told us that it is necessary to find out agencies for financing 
the money to the ryots. The progress of the co-operative societies is slow, 
but you say it can be done only by the extension of the co-operative 
societies. Do you not think the directors of the M.C.U.B. should put their 
heads together and send out an officer to examine the present societies and 
for removing any defects and organizing societies'’in those 26.000 villages P 
A.—The idea that prevails now seems to be that by a careful examination 
of the conditions now existing in the society and pulling them up and also 
extending its transactions a larger amount of revenue would flow into the 
society that will enable the society being kept in an efficient condition and 
ah>o provide funds to start new societies. 

J .—That must be done by some agency P 
.—Yes. 

Q .—May I know whether the district banks or the Central Urban Bank 
have considered 'this question and set apart some funds for improving the 
societies and for extending the number of societies P 

A. —Yes, we have a fund for that purpose. We have recently lent the 
services of one officer to the Salem District Bank to watch the progress of 
the extension and the consolidation of the movement that iB taking place 
there. 

The Chairman: Do you give a contribution to the bank or do you pay to 
that officer? 

A. —We pay to the bank. The matter was considered at one of the 
meetings of the board also, hut the whole thing hus not yet crystallized. It 
is in a nebulous stage now’. 

Mr. Gopala Menon : In this work of reconstruction do you expect any 
help from indigenous bankers? 

A. —I do not believe any help will be coming from them. 

Q .—The indigenous bankers have been living in the village for ages 
together and do you not think they will lie able to deal with the ryots in a 
better manner? 

A.—Very likely. 

Q .—They have been advancing mouey to the ryots eveu without any 
security? 

A. —Advances are generally made by them with an eye to snatch away 
the property sooner or later. 

Mr. Thomas: Do indigenous bankers want properly? 

A. —They do. I know so many Nattukottai Chettis who have lent money 
on mortgages and taken the property. 

J .—But is that practice not declining now? 

.—Yes, to some extent. 

Mr. Gopala Menon : What is the smallest amount advanced by a co¬ 
operative society to the ryots? 

A—Rs. 20. 

O .—Indigenous bankers are also advancing such small sums? 

A .- -Yes. 

Q .—You also told us that by the competition of those co-operative societies 
tiie rate of interest of the indigenous bankers have come downP 
A.-—Yes. 

9 .—Do you not think then that a sort of co-ordination between the 









—So you find that a very important part is played by the Multame 
in regard to the financing of internal trade at present ? 

A.—Tea; in the matter of the movement ana transport of the produoe 
from «ne place to another and from one port to another the indigenous 
bankers do play an important part. 

S i—Tour complaint is that their rates of interest are unconscionableP 
.—Tea. 

Q. —So are you of opinion that some sort of control in regard to the 
interest rates is feasible P 

A. —1 thought about that question. It is rather a difficult step to 
undertake. 

Mr. Krishna Menon : Increase in the numbor of branches of the com¬ 
mercial banks will create facilities? 

Mr. Bangaswarn i: If there is a large increase in the branch banking of 
the indigenous banks and their prepnredness to offer the assistance by way 
of finance to the various classes of trade, that will automatically bring the 
rates of interest down. It is because certain classes of traders and persons 
do not find ready admittance into banking circles now for the purpose of 
borrowing for their trade they are forced to go to the indigenous bankers 
to get capital at whatever rate they offer it. 

Q. —That is a general statement what you are making Mr. Rangaswami. 
Tlie difficulty is this. We have been told by some of the joint-stock bankers 
that in some cases it is uneconomical to start hranches. because they do 
not get enough business. In such places we have to find out an agency 
which will do this sort of financing. 

A. —My opinion with regard to the development of branch banking of 
joint-stock banking institutions is this. It is not every branch that is started 
that will pay. It is only some that will pay. But the ideal of the institu¬ 
tion should be service to the country and to the trading public. It may be 
that a branch at Dindignl does not pay and it may lie that the branch at 
Poll&chi pays. But the existence of a branch at Dindignl will offer facili¬ 
ties to the merchants which they will not otherwise be able to get. Taken 
by itself the branch at Dindigul may be a losing concern, the profit may 
not be such as to meet cron the cost of establishment. But in a combined 
transaction a large bank with a large nuinlicr of branches has got only to 
look to the sum total of the transactions of all the branches put together 
and not take the working of each branch into consideration. The aim ot 
the hank should be to take banking to the very doors of the constituents of 
the bank. Last year the Westminster Bank opened 48 branches with that 
idea. I think that our Indian joint-stock banks also must clearly make it 
a point to open a larger number of branches irrespective of the fact that 
individual branches return profits to the general coffers or not. 

Q .—That is true. But sometimes the directors will feel rather nervous 
to start branches in places where they cannot find enough business. Do you 
not think so? 

Mr. Krishna Menon: Now there are certain uneconomic methods in 
which joint-stock banking is conducted. There is no proper understanding 
about the remittance of money. For the transfer of money some sort of 
understanding is necessary. 

Q .—When you find it is uneconomical to start a branch how can you 
start one? 

Mr. Banggswami: It is not always possible for you to expect profit 
from each and every branch that a bank opens. For instance there are 
hranches of the Imperial Bank that are not paying. Take the case of the 
Ootacamund branch of the Imperial Bank. 

Q .—It may be difficult to bring about that ideal state of things imme¬ 
diately! say within the next ten years. Do you think that we can utilise 
the indigenous bankers in such places to act as the agents of the joint- 
stock banks? 

A.^-You can get them into the fabric. They can be utilised in the same 
way as the bill broking houses in England. They function a very useful 
part in the banking organization of the country. 

Mr. Krishna Merton: The education which these joint-stock banks have 
is very primitive in the case of most of them. If they are property edu¬ 
cated and if the proper function of hanking is taught to them then they 
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will be able to do much good. At present it is only money-lending business 
that they nre doing. A little more education should be insisted upon by the 
Government. 

Q ■—You have suggested the starting of land mortgage banks for redeem¬ 
ing the agricultural indebtedness. You are a banker and we want your 
advice in regard to this aspect of bankiug. You know that several of these 
merchants who play an important part in the internal trade and also in 
the city are heavily involved. They may have houses and other immovable 
property and you know that none of the financing agencies such as the 
Imperial or other joint-stock banks advance very much money on house or 
other class of immovable property. Do you think that for such purpose a 
land mortgage bank for helping the traders would be of use just like the 
one we are starting for financing long-term loans for agriculturists P 

Mr. lianouxwami: 1 know. But there are in the city sufficient organi¬ 
sations for advancing loans on mortgage. There are the nidhis which go 
in largely for lending on house proporty and many of them do not charge 
more 'than 64 per cent per annum. For instance there is the Mylapore 
Hindu Permanent Fund, Limited,, which is one of the biggest tiidhis, the 
transactions of which cover a number of lakhs of rupees in a year. Most 
of the money is lent on mortgages of house property and the rate of interest 
rhnrged on the money lent out to their shareholders is only 01 per cent per 
annum. 

The Chairman: But they make a lot of profits? 

A. —They make the profits only out of the penal rates of interest. 

Mi'. (fojMila Mr nan : You know that form of institutions touches only a 
very small proportion of the total requirements of the city. I am referring 
also to the interior parts. Do you think something like a land mortgage 
hank for helping these traders would he of advantage because the regular 
banks can lend money only for short terms? Do you think bringing into 
existence laud mortgage banks for such purposes would not be of any advan¬ 
tage to help the internal trade? 

A.—I cannot question the usefulness of an institution of that type. But 
we have got to consider the whole question. It depends on the composition 
of the capital you deal in. If you can command sufficient long-dated capital 
you can utilize it to advunce loans for long periods. The whole difficulty 
is that the banks want their money to lie quick and turning. 

£ .—So one of the difficulties in regard to the financing of internal trade 
ut money cannot he had sufficient enough for long-term purposes? 

A. —I am not satisfied with regard to the demand of a loan for a long 
period for internal trade. 

Q .—They want capital to pay their debts? 

A .—After all what is the purpose of a bank? _ It is only to give the 
additional capital that is required but not the initial capital. The bank 
can only supplement the initial capital. 

Q. —Do you know the present abnormal state of affairs in trade? These 
are several merchants having house property but cannot get finance on their 
immovable property at a reasonable rate of interest. 

A. —I think some of our joint-stock hanks do advance money on collateral 
security on house property. 

Q. —But these cases are only very limited. Do you think that some 
agency must be found for this sort of financing? 

A. —Tho question is worth considering. 

Q. —Do you know that such a part is played by loan societies in other 
Presidencies ? 

A. —I have not studied that. 

Q .—Do you not think that either by the banks or by an extension of the 
nidhis this purpose can lie attended to P 
A. —It can he tried. 

Q.—Do you think that the co-operative societies experience any difficulty 
in effecting'internal remittances now? 

A .—The conditions that now prevail with regard to remittances are that 
free transfers are given by the Imperial Bank if the purpose is for genuine 
co-operative remittances, for instance when money is due by one co-operative 
society to another or a loan is advanced by one co-operative society to 



624 


another. For that purpose remittance transfers are issued under Govern¬ 
ment orders free. But in the case of the remittances through the Imperial 
Bank the conditions are onerous. 

G.—What are the rates they ohargeP 

Mr. Krishna Merton: Above Rs. 10,000 the rate is one anna. From 
Be. 6,000 to Rs. 10,000 the rate is tiro annas and for sums below Rs. 5,000 
it is at the discretion of the Imperial Bank of India. Before the Presidency 
banks were consolidated into the Imperial Bank the Government used to 
transmit money from one district to another, and from one provinee to 
another at a certain rate. The usual rate for transmission of money from 
district to district was from one to two annas without any limit to the 
amount and from two to four annas for transmission of money from one 
province to another. But when the Imperial Bank was made the custodians 
of the treasuries, in the agreement it was stipulated that all these rateB 
must be fixed in consultation with the Controller of Currency and the 
Controller of Currency has fixed the rates above Rs. 10,000 and Rs. 5,000 
in agreement with the Imperial Rank and has left the rate below Ra. 5,000 
to be fixed by the Imperial Bank at its discretion and now they charge a 
minimum of 4 annas. 


0 .—Do you not think that the bulk of the remittances will be below 
Rs. 5,000? 

Mr. Rangasirami: Sonic time ago it was the practice for remittances up 
to Rs. 6,000 being got free in the ease of the constituents of the Imperial 
Bank but now everybody has to pay 4 annas and that is the minimum. 

Mr. Krishna Menon : Transmission of money has been very difficult to 
the poor people on account of this. Most of the transactions are below 
Rs. 5,000 and wliat the Government was doing for 1 anna and 2 annas the 
Imperial Bank is charging 4 annas and it is doing the remittance practi¬ 
cally at no cost at all. What is the system of transmitting money between 
the several branches of the Imperial Bank? It is only book adjustment 
that has to be made. It has not to pay anything for the remittances that 
are made by it but the poor people are asked to pay 4 annas and I think 
it is very hard. The rates charged by the Imperial Bank regulate also the 
rates charged by the other banks. Of course the other banks cannot charge 
below those rates. 


£ —My point is whether the bulk of the remittances is for amounts up 
. 5,000 and the rate of 4 annas is a heavy premium? 

Mr. Rangaswami: Yes. 

0 .—Have you any experience of issuing hnndis? 

A. —We have been issuing drafts on the district banks. 

Q .—Is it a bill or a hundi. 

A. —It is a demand draft. At the Inst meeting of the executive com¬ 
mittee it was decided to charge 1 anna for sums above lls. 1,000 and 2 annas 
for sums below Rs. 1,000. 

Q .—Would you prefer the standardisation of the various forms of hnndis 
printed in different languages? 

A .—It will facilitate trade much 1 totter if there is standardisation. 


'.—Would you have it on an all-India basis or a provincial basis? 
.—On an all-India basis. 


Q .—What is your experience in regard to the use of cheques and demand 
bills after the abolition of the stamp dnty? Has it increased to an appre¬ 
ciable extent? 

A .—From my personal experience I cannot say that it has increased much. 


Mr. Krishna Menon: In the district banks a large number of cheques 
are being used now. 


The Chairman : Has it materially affected the siae of the cheques? 
Mr. Itangaswami: Yes. 


Mr. Oopala Menon : Do you think that the habit has increased to such 
an extent as to demand a system of clearing house? 

A.—I do not think that it has developed to such a large extent as to 
warrant the establishment of a clearing house in the mufaasal yet. 

Mr. Krishna Menon: With more co-ordination'of all the banks each 
district may have a clearing bouse. 
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The Chairman: Have you any information as to the value of cheque! 
issued in Calicut P 

A.—The multiplication of remittances can be avoided and in many cases 
it is only the difference that will have to be transmitted. 

Mr. Gopala Menon: What are the existing institutions in which the 
savings and investment habit is encouraged now? 

Mr. Bangatwami : The existence of the co-oporative societies has not up 
till_ now encouraged the thrift habit among the ryots. The co-operative 
society is treated largely as an institution wherein to borrow money at cheap 
rates of interest than to put in their savings. 

Q. —Is it partly duo to the insufficiency of tho hanking facilities in the 
mufassal that this saving habit is not encouraged? 

A. —1 think it is due to the hankering after a higher rate of interest for 
the savings. The people want a higher rate of interest for their money but 
if they are to borrow they want to borrow from a place where the rate of 
interest is very low. It depends on the mentality of the people whether 
the co-operative society is used as a thrift house at all. 

J .—Do you think there is any saving left at all by the average individual? 
.—That is a different question. When you asked me whether the want 
of sufficient banking facilities stood in the way of the saving habit I said it 
depended on tho mentality of tho people more. But in regard to the ques¬ 
tion whether there is saving at all I would say that there is not sufficient 
margin left to save. Saving depends on two things, the desire to save and 
the ability to save. T do not know whether there is much ability left in 
the agriculturist to save. There is not sufficient margin for him to save. 
He gets just sufficient to keep him on the margin of starvation. 

Q .—There is also another thing. The illiteracy, of the ryot may be the 
cause. He may not even know that the hanks have savings department. 
Do you not think so? 

A .—I do not think that you can lay it at the door of illiteracy. Through 
the prevalence of the chit system there is a sufficient amount of saving 
habit. Want of savings is generally due to want of sufficient margin. 

<?.—Do you think that among the educated middle classes there is the 
saving by taking postal cash certificates? 

A. —Yes. 

Q .—Do you find any difference between the savings of the educated 
middle classes nnd the ryots who do not know where to go and invest their 
moneys ? 

A. —As far as I can think it is not very largely due to'the want of facility 
of savings that there is not sufficient savings but the innate inability to save. 

Q .—I will take an example. Take tho case of an ordinary mill labourer 
getting Us. 30 a month and an ordinary clerk getting Rs. 30. The latter 
manages his affairs within that amount but the mill labourer is in the hands 
of the sowcar. So, it is a question of economy and thrift on the part of 
the man^ is it not? 

A. —In the case of the mill labourer it is not due to the want of facilities 
to put by his savings but it is due to his innate habit. He has contracted 
certain bad habits; they have grown round him and it is difficult to pull 
him back and he does not save at all. 


J .—So the habit to save has to be promoted? 

.—But there is no desire in him to save. He does not live for the 
future, he lives for the day only. 

Q .—You have got to teach him thrift then? 

A.—Yes. 

Mr. Thomas: About the question of chits you said that the chits and 
nidhis are able to garner the savings of the common people. The point is 
that when there is compulsion to save, the ryot, in spite of his having very 
little margin, manages to save something. So if you can graft the chit 
principle in the co-operative system will there not be some advantage? 

A .—There may be. 


<j .—In Tinnevelly and Coimbatore even poor people are able to save, 
because of chits? 

A .—Those people have got their own communal chit funds to which they 
go on contributing every week when they get their wages and then it is 
auctioned. 
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Q .—So you agree that this ancient Indian system of chit should be com¬ 
bined with the German system of co-operation P 
A.—Yes. 

Tkt Chairman : But is theie not a provision now for running chits in the 
eo-operative societies P 

A.—Not in the village societies. 

Mr. Krishna Menon : There is, but that is not availed of. 

Mr. Thomas: How is it that it is not availed ofP 

A. —The idea of saving has not been sufficiently instilled into the minds 
of the members. 

Mr. Kan ga swam i: They are up with this propaganda in Elur,. Salem 
district. Five hundred hundi boxes are to be got from Calcutta to be dis¬ 
tributed among the people to take in their savings. They are going to try 
a very extensive propaganda and the gentleman in charge of the work has 
instructed the co-operative inspectors to go and talk to the individuals and 
induce them at least to put by small sums. 

J .—That means you must carry on propaganda work? 

.—Yes. 

Mr. Krishna Menon : Tn one Panchama society in Malabar in 12 months 
40 members have saved about Rs. 100 and the members are living upon 
about 5 annas a day. Thus it can he seen there is no hindrance to savings 
but the mind must he prepared to save, and an Amount of propaganda has 
to be done for it. 

Q .—How do you propose to tackle the question of marketing of indigo 
and tobacco P 

A. —The real reason is that up to this time the co-operative movement 
has not thought of that problem at all. It has never been thought of in a 
serious manner. There should he the initial sum and the question is who 
is to provide that. 

The Chairman: Your money is employed in the Presidency? 

Mr. Kangaswami: Yes. 

■You consider that the provincial bank’s credit is liighP 
.—I should think so under the existing conditions. 

.—Have you much knowledge of the balance of credit of other banks P 
—Yes. from the statistics available. 

Q .—Apart from the statistics have you got a general idea of their reputa¬ 
tion ? 

A .—With regard to some I think I know that they have got into trouble. 

.—-Would you he prepared to lend them any money. 

.—Probably not after the information I have got. 

The Chairman: What about the suggestion of an inter-provincial bankP 
A. —This question was considered at the first conference in Simla and 
after a great deal of discussion we have come to the conclusion that an 
All-India co-operative bank would not serve any useful purpose. As it is 
the provincial banks find that their investments have been limited to 
district banks and co-operative societies and the All-India institution will 
find it all the more difficult to find ways of investing the huge surplus cash 
that will be coming into their hands at certain seasons of the year. 

Q .—Would the provincial bank here be prepared to deposit large sums 
of money in an All-India institution with the prospect of that bank lending 
it to some other provincial bankP 

A .—That will necessitate the scrutiny of the working of all provincial 
banks. The money will have to be lent on the general credit of the All- 
India institution. 

Q .—Do you think that the bank will lend money to an institution that 
does not command so high a credit? 

A .—I told yon it wilt depend on the volume of the money that is to be 
lent to such institutions. 
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Q. —It is doubtful whether your bank would bo prepared to lend money 
to certain other provincial banks? 

A .—It is doubtful. 

Mr. Thomas: Tlio difficulties of marketing can be tackled by the expan* 
sion of the co-operative movement? 

Mr. Krishna Mr non : Yes. 

Q .—What stands in its way now? In Guntur there is the tobacco. Is 
it not possible for a marketing society to cure the tobacco and sell it when 
the price is highest? If it is cured it can be stored for some time without 
it being damaged ? 

A .-—It can Ik; done, liut the selling trade has dovoloped to such an 
extent that it is ipore difficult now to soil it than produce an article. The 
ordinary agriculturist has not got that experience, which the traders only 
have. 

Q .—The society must provide the business expert, and Government must 
help in the matter? 

A. —The knowledge which the ryots do not possess must be imparted to 
them. Jt comes to this the co-operative society must engage an expert in 
marketing to push on the sale oi produce which it garners in its godowns. 

Q .—What stands at present in the way oi co-oj>erative societies engag¬ 
ing such men? Is it lack oi funds or lack of the knowledge of possibilities? 

A.—Only big business can employ good and suitable marketing experts. ' 

y.—Do you know whether any co-operative society undertakes the pur¬ 
chasing and selling of tobacco in Guntur? 

A.—1 do not know. 

Q.—1 think you have stated in your memorandum that pools may be 
organized as in Canada? For what commodities in your opinion could such 
pools be established in Madras? 

Mr. Ituvgasicami: When I wrote that L had ui my mind pools lor the 
marketing oi groundnuts. In South Arcot and Salem districts there are 
large quantities of groundnuts produced at each season. If through the 
co-operative societies the produce ot each taluk or two is gathered and sold, 
then a better price can be got for the producing ryot. 

O .—Have you taken into account the fact that production is scattered 
in this country. We have nbt got os in the United States a cotton belt, 
nor a wheat, belt as in Canada? 

A. —But there are areas in South Arcot and Salem where groundnut is 
concentrated in definite regions. You sturt small co-operative societies and 
gradually it will grow big aud be able to pool the produce of the whole area. 

Q .—Ill cotton also? 

A.—Even in the case of cottou we cun have pools. We can have cotton 
markets iu Tiruppur, Tinuevelly, Bellary, Nandyal, etc. First we can start 
pools only in commercial crops, groundnuts, cotton, etc. 

y.—With regard to co-operative societies there is often a complaint about 
favouritism in the granting of loans. Is there any truth behind it? 

A. —Yes, it does exist. 

0.—Has it not resulted in some improvident loans? 

A.—Yes, most of our ovordues are the result of such improvident loans. 

n,—j s there uo means of proventing such favouritism? 

1. —That can be prevented only by educating the members to their rights 
and in that way making the management better. Of course there are 
difficulties. If the leader of the village happens to be an influential pancha- 
yatdar then the other members will be squeamish to bring such favouritism 
to tiie notice of the other members. There are at present rules laid down 
that every loan to a panchayatdar should be approved at the general 
meeting. 



Q.—It was proposed to ns by one witness that urban banks may be allowed 
to finance the neighbouring rural societies P What do you think of that- 
proposal p 

1 .—I do not quite approve of that recommendation at all. 

0.—What about the proposal that the Government cash balance may be 
used in the oo-operative movement? _ , . 

A.—It was suggested that the central banks may be allowed to act as 
bankers to the Government os the Imperial Bank of India in places where 
there is no branch of the Imperial Bank and where the Government are 
satisfied that the management of the bank is good and secure. 

Q .—Do you think the co-operative district banks hav© come to that stage 
of efficiency P 

A.—I want only such banks os are good to be appointed as bankers. 

Q .—You were speaking of tho bill-broking function of the money-lenders. 
Are they really bill-brokers ? What is the difference between these people 
and the bill-brokers of England P 

A.—The Multani bill-broker is to a large extent a capitalist. "Whenever 
he requires money he gets it from the Imperial Bank. 

Q. —Are not most of those hills accommodation bills? 

A.—There are a few accommodation bills amongst those. 

O .—They are not bills representing genuine commercial transactions? 

A.—Not all the bills of tho Multani is backed by tangible property. 

Q.—Is it possible to make the Multanis proper bill-brokers? 

A.—At present thoir main business is bill-broking. 

O .—But their rates are too high? 

A.—The difference is 3 to 4 per cent. 

Q. —How can they distinguish between n genuine bill and an accommo¬ 
dation bill? 

A.—The Imperial Bank does not look to the fact whether there is any 
tangible backing or not ; they roly on tho endorsement of the Multani. The 
bill is rediscounted by them on tho personal security of the Multani. 

O.—You say there is great deal of subdi\ ision ami fragmentation of land 
in this Presidency. Have you got much experionce of rural life? 

A.—I belong to Chingleput. 

Q .—Is there much fragmentation in that district? 

A.—The tendency is for subdivision and fragmentation. [ know of some 
cases there where the holdings are scattered and each man has half a dosen 
such holdings, in different places. It is scattered on account of the Hindu 
law of inheritance where a man having four sous divides each plot of land 
into four parts. But I do not think the problem is so serious one as to 
necessitate immediate attention. 

Mr. Hearton : Take the case of a man having 5 acres and four sons. Then 
in the next generation after the father’s death each man will possess If acre 
portions. 

A.—Yes. 

Mr. Thomat: There is also the reverse process going on, that of consoli¬ 
dation? 

A.—Yes. 

Afr. B tar ton: This fragmentation is not getting worse year by year? 

A.—It is not very serious. 

Mr. Thomat : You Bay in the second page of your evidence that the rate 
of interest when paid in kind is 100 per cent. Can you give any definite 
examples of such transactions? “ 

4 > - r That > with, regard to what they call ‘nellu vaddi’, that ia, when 
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ft,—You have written about nidhis. They allow withdrawal of ahare 
capital. Do you think such transactions are proper? 

A .—Under the existing law it is forbidden. There is also in such cases 
no security for the depositor. 

Q ,—Is it going on in Madras? 

A.—Yes, the Mylapore Hindu Permanent Fund allows it. 

Q .—But that is not like the nidhis in Coimbatore which have the regular 
share capital? 

A .—Here it is called a share but is only a terminable contribution of 
deposit of a definite sum for a stipulated period. 

Q ,—There is distinction between this nidhi and those existing in Coimba- 
toreP 

A .—I do not know the Coimbatore system. 

0.—Do you think it is a good practice to allow one to borrow on his share 
capital? 

A .—It is not proper and contravenes the provisions of the Indian Com¬ 
panies Act. 

Q .—You have calculated the total indebtedness of the Presidency at 
100 crores. On what basis have you calculated it? 

A .—It is only an approximate figure. 

(The representatives then withdrew.) 
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Oral evidence. 

The Chairman: Mr. Raniasw arm Ayyar, you were in the co-operative 
department for about ten years and you hare had experience for about two 
years as Assistant Registrar and then yon were Assistant Registrar in Tanjorc 
and finally as Deputy Registrar ot Tanjore and Tnchinopoly P 
A.—Yes. 


Q .—In Tanjore you have got some loan and sale societies having godowns 
of their own? 

A.—Yes. 


!.■—Are these a success? 

..—Except in one place, the o the is have not been successiul. 
'.—Which is that one place? 

.—Vallam. 


-What is the nature of the business thej aic doing? 
t.—Advancing produce loans to the ryots and sales ol such produce through 
the society. The produce is deposited m the godoun ot the loan and sale 
society and they lend money on the securitj of such produce. 

.—Where does the society get its moiie; ? 

-From the central bank. 


0.—On what security? 

A.—On the security ol the produce stoied in then godouns They make¬ 
over the produce to the central bank. 

Q .—In what wayP 

A.—By handing over the key to the custody of one representative of the 

bank. 


Q. —What produce mainly comes to that Vallam society? 

A.—Groundnut, redgram and dhall. 

Q .—In more or less equal quantities? 

A.—The bulk of it is groundnut. 

J .—To whom do you sell itP 
.—To tiie merchants. 

J .—What sort of merchants, local merchants? 

.—Local merchants. 

Mr. Searton ; Not to the exporting firms ? 

A.—They want very big quantities, and we are not able to execute such 
big orders. 
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The Chairman : Do you advance money to the ryota for growing tile 
crops? 

A.— No. 

Q .—Do anybody eke do itf 

A. —That scheme has not been given effect to. In some stray cases the 
ryots do take loans from societies. 

Q .—Is not a material quantity of the groundnut that is grown there 
comes to that godownP 

A. —We were able to get only from Rs. .30,000 to Rs. 40,000 worth of 
groundnut in a year. Messrs. Volkart Brothers and Louis Dreyfus have got 
out agencies there and they buy direct from the ryots. 

Q .—At what rates do they buy? 

A .—They quote the rates and the ryots tell at that price. 

Q .—Do they advance any money to the ryots? 

A.—They advance some money to the agents and the agents in turn 
advance money to the ryots. 

J ,—Do they lend on forwaid contracts 9 
.—No. 

<J>.—The produce when it comes to the merchant is taken at the market 
price? 

A.—Yes. 


Q .—Is that in any way working for the disadvantage of the ryot? 

A .—Tt depends upon the market price at the time, sometimes it is advan¬ 
tageous to the ryot sometimes disadvantageous. The price of groundnut is 
often changing, so much so that the ryot fears whether the price may come 
still lower and so sells at once. 

J .—Do yon propose that the ryot should hold up a commercial product? 

.—There must be some latitude. 


Mr. Hear son . How long do you keep the groundnut crop? 
A.—Three or four months. 

J .—Who sells it? 

.—The owner sells it. 

The Chairman : There is no pooling at present? 

A.—No. 


0.—Is there no paddy coming in? 

4.—There is some paddy coining in but that is not much. 

Mi. Jlearson : You say Rs. 30,000 to Rs. 40,000 worth of groundnuts 
conies in. How many different owiieis will that represent? 

A .—About 80 or 90. 

The Chairman Is it increasing? 

A.—It is increasing. 

Q .—But not very rapidly 9 
A.—Not very rapidly. 

Q .—You say there are other societies. What is the extent of the bnsiness 
that thev do? 

A.—Only Rs. 5,000 to Rs. 0,000 business a year. 

Q. —Why? 

A.—The ryots do not come to that society. 


Q .—There are two godowns in Orathanad. There is a good deal of paddy 
there now? 

A.—Not much now. The main crop in that area is groundnut. Whatever 
comes there is groundnut. 

0.—What is the difficulty about that society? 

A.—The merchants and money-lenders come to the thrashing floor and 
purchase the crop and they do not bring it to the society. 

Mr. Thomas: Why do the merchants come to the thrashing floor? 

A. —Because the ryots are indebted to the merchant. 

Q .—Who are those merchants? 

A,—Ohettis, 
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TJk« Chairman Gan the ryots not take it to the godown and get an 
advance and pay themP 

A. —In that case if they take it to the society probably the society will 
demand from the ryots out of the sale-proceeds the amount due to the 
cooperative society. 

0.—It is not due to the want of faith in the management of the society? 

4 .—In the case of the Pattukotta Society it is. 

Mr. Thomas: Would it be possible to transfer the prior debts of tile ryots 
to the mortgage bank P 

A .—To some extent it can be done. 


The Chairman: Mr. Ramoswami Ayyar, do yon think that the training 
institute there could be converted into a school for agricultural commerce P 
That is to say. to give a certain amount of teaching and doing research 
work in agricultural marketing metnods and keeping the records of the 
prices P 

A. —Yes, Sir. That was my ambition, in regard to the Tanjore Institute 
and. the other institutes also. 


Q .—Is there any difficulty about itP 

A .—There is no difficulty, Sir. I was about to complete my reply to.the 

? uestionnaire issued to me and since I thought I had to send it officially 
thought I had better say whatever I had to say orally before the committee. 
My attempt to collect the statistics from the Agricultural department showed 
me that the kind of statistics available in that department are not of any 
practical value either to the co-operative societies or to the co-operators. 
They do not throw any light as to how to deal with their produce and what 
the market conditions were. These things are nob brought home to the agri¬ 
culturists and for that purpose T was waiting for the Statistical Assistant. 
Even now I believe that the figures supplied by the Agricultural department 
are not of any great benefit to the man in the village and our institutes 
can take up that function. The President will remember that when he was 
Registrar of Co-operative Societies he tried to collect figures regarding the 
prices of groundnut and sugarcane in the market and we were in a helpless 
position to give any correct information. The question was a very very 
simple one and it also appeared to be a very simple question to answer. But 
when we attempted to answer we were unable to get any reliable data. It 
waa a very unsatisfactory position in which we found ourselves and it showed 
how bad we were in the matter of statistics. Hereafter at least I think our 
first step should be in the matter of recording correct statistics and to make 
this the basis for our action. If we are to make a start T think we might to 
begin with the institutes. 


Mr. Thomas: In the institutes have you a trained Inspector to do itf t 

A.—He has got work only for three hours a day and the men whom we 
have got in our institutes are men with University qualifications. 

0 .—What is the training have they got in carrying on investigation? 

A .—They have got no training. I am not able to put before yon what 
all I want in very definite terms. What appeared to me after perusing the 
books regarding the large-scale marketing and several other hooks got from 
the advertisement sheets and from the heaps of books received from the 
Tanjore Institute and the Registrar’s Office was that a lot of work is done by 
the students in England. The charts, statistics and figures are very interest¬ 
ing and all this work was done by the students. 

S .—Whom are you going to engage as investigators in this institute? 

.“In the firstplace, the recording of the prices does not require any great 
investigation. It is only a correct report of what is taking place outside that 
is needed. 

J .—Have you got the facilities for that? 

.—Our union secretaries may be properly selected and asked to oolleet 
the figures and then these figures may be verified by somebody going about 
for the purpose. 

Q .—Do you think that these institutes can get correct information from 
tiie Union Secretaries of the whole district. 

A, —Yes, In fact for a group of districts a federation would help ua. 
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Q .— Who is to work out the figures? Do you think it should lie in n 
central place P 

A.- Yes. 

O.—So you require a central bureau for this? 

A. —Yes. When I mentioned this once to Mr. Ramadas, he jumped at the 
idea and said that the provincial union will take up the work and the 
Chairman may remember that when he was Registrar the provincial union 
wanted to form itself into an economic board and sent some questions and 
got some answers. Systematic effort was made; there it ended. The ambi¬ 
tion of the provincial co-operative union was to become such a central hoard 
as Mr. Thomas mentions. Even now no pains should lie spared in giving 
effect to this scheme and making these institutes centres for the collection 
of statistics. 

Q .—Are there enough persons for this work? 

A. —If you select. Now Rs. 3.000 or Rs. 4.000 are given n.v the Government 
and the condition may lie enforced that two or three people to bo selected 
by the Registrar after being satisfied as to their competency may lie employed 
on Rs. 60 or Rs. 70 for this work. When the men are there money will 
be torthcomine. f have never inund money difficulty in matters of this sovt. 

Q .—Do you mean that these people should l>e trained in some plate 
and then placed in these institutions just as in the Agricultuial College? 

,1 —What 1 meant was that for collecting statistics training was neces¬ 
sary. A great difficulty is that the men whom we select are not always 
reliable men and the information got by them has to be checked by some 
authority. 

The Chairman : You were speaking of the provincial union. But is it 
actually in close touch with the co-operation in the districts? 

A. —No, not even with the institutes. Though it was a very pious resolu¬ 
tion that whs parsed by them and the Registrar took pait in it it was not 
given effect to. They are distinct separate units now as they were before. 
T think that is’ a matter which this Committee, if necessary, can go into in 
some detail. 

-To what extent is the provincial union a co-operative bodyP 
-It has got co-operators as its members and also co-operative societies 
as its members. 

Mr. Hem son: Mr. Rainaswami Ayyar, these statistics supplied by the 
Agricultural department are then of no use? 

A.—I cannot soy so. For certain purposes they are very useful. 

(f .—Do you wish to have $ statistics which will enable you to put up a 
notice every day as to the price of the various commodities such as ground¬ 
nut P 

.4.— It there is a chart or something like that put up it will be of use, 
of use. 

Q .—You want the prices prevailing in England and Hamburg just like 
the companies are getting for the use of the people? 

A. —Yes. I attempted to get a chart from one of the companies but they 
refused to give me one. If they would not supply us how would we be able 
to get the information? 

Q .—That is the point. As you say some institute may keep in touch with 
the prices obtaining elsewhere. Telegrams are available to anyone who 
subscribes to the telegraphic bureau. I think that in the big organised 
markets in the northern parts of Madras the prices obtaining at Liverpool 
and other continental markets are advertised? 

A.—1 think that some such thing will be useful. 

<?.—T think that in Bombay the dealers from whom we get ar ticles do 
themselves get telegrams even from America. Yon have no idea that these 
statistics will even mislead the people and not serve any useful purpose? 
They are useful only to men of great experience and wide range of knowl¬ 
edge? 

A.—With a caution the figures may he given. But let the men know the 
prices that prevail. 

-Then you are compiling these statistics now? 

(.—I am not now in a position to say that. 
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Q .—Yon mM that the function of the Agricultural department k concerned 
vifl Ike investigation a* to the growing of crops and that the marketing fc 
outside the Agricultural department P 

A. —I do not blame the Agricultural department. What I wanted was 
that there should be no duplication of work. 

If r. JNtoe mm : Hare you any suggestion to make in regard to the eo-ordraa- 
M6n of the credit and marketing functions of the co-operative movement? 
Is it not possible somehow to co-ordinate these two either by giving both 
functions to a credit society or a sale society in every place liecause the real 
diftculty is in getting back the loans. In fact the money-lender has always 
been prospering because he takes the produce in lieu of the loans he gave 
whereas the society simply gives loans and simply waits for the money 
to be repaid. But the conditions of life in this country are such that unless 
people are pressed for payment at the haiwest time they will not lie able 
to pay back. The movement has been concentrating on Ihe credit side. 
Do you not think sop 

A.—It is because of the realisation of that truth that we are now trying 
to get the produce. If cash is paid then it is nil Tight. II not, ne get the 
produce. ' 

0 .—How are you going to manage that? 

A.—There is an agent of the primary loan and sale society. 

Q .—That is the coordination nowP 

I.—Yes. 


O.—Does that work very wellP 

A.—In Karur T think it shows signs of satisfaction. 

Q .—I think rou have got a knowledge of Tanjore anil Tncbinopol) ( 
A.— Yea. 


Q .—In regard to these districts f should like to find out some points nl 
rural life. In Tanjore what are the principal purposes for which loans 
are taken by the ordinary ryot? 

A.—Discharge of prior debts and purchase of cattle. 

Q .—I am not talking of the loans from the co-operative societies only. 
T mean the loans taken from the money-lenders also? 

A.—Borne people are transferring tiie loans from one man to another to 
pnt it briefly. 

if. —Why does a man first go to a Bowcar? What are the principal pur¬ 
poses? 

A.—In many cases it is due to living beyond his income. 

Q .—What do yon include in that expression “living beyond his income”P 

A.—He does not balance his income to the expenditure. 

0. —Is it by eating too muchP 

A,—It is not that. It is due to a little more of expensive habits. 

Q .—Do you include highly expensive marriages and other ceremonies ol 
that sortP 

A.—Marriages and the education of children. 

Q .—Which occupies the prominent place, marriages or education so far 
as Tanjore district is concerned? 

A.—-First marriages and then education. 

J .—In Trichinopoly is it the same? 

.-—Yes. 


Q .—Are you confining your remarks to the Brahman community or to 
other classes as wall? 

A.—It applies to all classes of people. 

S .—Do the same customs prevail in other parts? 

.—Yes. Marriages are becoming more costly. The main cause of the 
drain is expensive marriages first and then education. 

X .—What is the next? , 

.—There is no other drain. 


i,—To what extent do people borrow for cultivation expenses? 
..—That is met ont of paddy stocked at the time of the harvest. 


Q .—You are speaking of the mirasidar. But what about the ordinary 
tenant who cultivates the land from the mirasidar? 

A.—He has not got much stock on which to borrow. 

0.—Even he borrows mostly for marriages P 

A.—Yes. 0 

Q ,—So loans are generally taken for non-productive purposes. Is that 

right? 

A. —So far us my knowledge goes I have to confess it is so. 

Q. —In that respect there is no difference between the Trichinopoly and 
the Tanjore districts P 

A. —No. In North Arcot small loans are given for the sinking of wells 
but in Tanjore and Trichinopoly there is not much expenditure incurred in 
that way. I am speaking of paddy lands. 

—For what do most of the labourers in Tanjore and Trichinopoly dis- 
raise loans P 

A.—They are not much indebted. 

Q .—But do they not take loans for Bs. 100 and Rs. 200 for marriages ? 
How can they repay that amount P 

A.—The landlord will not take back that amount from them. 

Q. —In Tanjore almost every depressed class family is indebted to the 
inirasidar for performing marriages und they have not got a house even S' 

A.—The creditor is not keen on getting back the money. He has a hold 
upon the pannayal always and there is no hurry. 

0 .—If he could repay would not the creditor get itP 

A.—He will say where is the hurry. 

Q .—You can divide the people of Tanjore into three classes, the mirasi- 
dsrs, tho cultivating tenants and the pannarals or the landless agricultural 
labourers. In regard to these which class do you think is most indebted? 

A.—Tho mirasidar. 

O .—Then again it is due to marriages mostly? 

A.—It is so. 

O. —What is the rate of interest that the mirasidar has to pay? 

A.—From 10 to 12 per cent per annum. 

0 .—If it is mortgages? 

A.—Even on pro-notes the rate is 12 per cent and for mortgages it is 
generally lower I think. 

O.—The mirasidar always raises on the security of land? 

A.—Yes. 

Q .—At what rate does the ordinary’ ryot get loans ? 

A.—In the wet area be also gets at 12 per cent. 

Q .—Does not the rate grow higher in cases where the man who borrows 
has no security to offer P 

A.—In such cases it goes even to 36 per cent. In Orathanad, loans on the 
pledge of jewels are at rates ranging from 18 to 24 per oent. 

O.—Gold jewels P 

A.—Yes. 

Q .—How do you account for thatP 




But that is not the case in other parts. For instance, there is a jewel pledge 
hank at Kulittalai which is a private bank and the rate of interest there is 
from 8 to 12 per cent. So also in Karur. 

Q .—Are there many private banks in the Tanjore and Trichinopoly 
districtsP 

A.—Thore are many. 

0.—Are they joint-stock banka? 

A.—There is the union bank and two or three private banks in Kumba- 
konam also. 

*Q.—In regard to mortgages what is the period for which they at* 
contracted f . 

A.—The mortgage goes on for a number of yean. 


J t rrt» there not a fixed period t 
.—It is generally three or four years. 

2 .—What percentage of them are redeemed? 

.—Only a very small percentage. 

O .—Are they renewed P % 
i A.—Tee. 


O.—Does it take place every three years P 

A.—Three years or five years or else the mortgage is transferred from one 
sowcar to another. 


0 .—Is it mortgage with possession P 
A.—Without possession. 

<jj ,—What will he the percentage of tlie mortgages with possession in 
the total number of mortgages P 

A.—] cannot say the exact percentage. But the majority will be mort¬ 
gages without possession. For the man does not want the other people to 
know that he is indebted. That is the truth of it. 

Q .—To what extent has thrift been encouraged by the co-operative 
societies P 

A.—That is very difficult to answer. 

J .—Has there been much of savings coining to the co-operative societies P 
.—It is coming. 

The Chairman : At present most of the village co-operative credit societies 
do not contain u provision for savings bank deposits? 

A.—Recently it has been introduced. Previously it was not introduced 
because of the difficulty of getting money back from the villages. 

Q. —But there was always a provision for a recurring deposit in fixed 
monthly instalments all the year ronndP 
A.—Yes. 

Q. —Would it Iks reasonable to suggest that that is not a reasonable form 
of deposit for an agriculturist P 

A.—Yes, because the agriculturist is not like a wage earner. 

0 .—It is not mnch use expecting him to nse itP 
A.—Yes. 


9-—The other alternative is to expect him to put money into the share 
capital? 

A.—But it could not be got back. 

9*—Do you think that if these difficulties are got over much money will 
come into the co-operative societies? 

A.—There will be some improvement and that would stimulate the flow 
of depoeits. 

9-—Does the management of societies fluctuate very much? That is to 
say if the society is a good society for a few years does it go bad after¬ 
wards? 

A.—No, a good society continues to be u good one for several years. 

0. —If there is any serious quarrel in the village? 

A.—That does not affect the efficiency of the management. 


Q. —So, that factor would not prevent them very mnch from putting 
money in the co-operative bank? 

A.—No. There is the Tiruvalur bank for instance. I can quote several 
instances which are centres of political quarrels and rivalry; still the banks 
have flourished and maintained their reputation for the past ten yearn. 

Mr. Thomai: Are you aware that in places where chits are run the ryote 
are able to give the instalments regularly and they get a lump sum when 
they get the chit? 

A.—Yes, but the instances are few. 


9-—Is it possible to graft that principle on the co-operative system 
and thereby compel the members to save? 

A.—Oh, yes, Any number of chits are being run everywhere. 

The Chairman : Is there any chit run by 00 -operative societies? 

A.—No. 



i ,—They have all got provision in their by-laws? 

.—Yes. 

-Why do they not run chits thon? ' 
t.—There are some restrictions that the auction system cannot exceed 
6 per cent or so. 

Q .—Do the provisions of the by-law provide that it must be on the auction 
system? There is the provision that the auction bid cannot exceed 0 per 
cent? 

A .—There are some people who run co-operative societies also running 
chits on their own account. 

Mr. thomas: Is it not possible to make the co-operative societies run 
chits P 

A. —Yes. it can l>e done. But in places where the promoters of these 
chits are themselves men of position, they try to manage to run them them¬ 
selves rather than make them a co-operative concern. 1 have got several 
instances in the Trichinopoly district. 

The Chairman: They are making a considerable profit out of it? 

A. —Yes. Tlie first chit is theirs. 

Mr. Thoma* : In regard to the land mortgage bank what are the sources 
from which it expects to get its long period funds? 

A .—Only one source, and that is li\ the issue of delientuies. 


Q .—WJiat response do you expect tor the issue? 
A .—We hope to get good response. 


-Is there sufficient tapitul in India non tor long-teim deposits? 

-1 hope so. Besides private iundh there are alho a large amount of 
trust funds which can also lie invested in these debentures. 

Q .—What is the object ot the land mortgage bank? Is it to enable the 
ryot to clear his prior debt or to improve his land 9 

A .—We will give loans only to such ryots who can repay the instalments 
out of the income of the land. 

Q .—But there are some a hose income goes to pay only the interest on the 
prior debts. Should yon not lend to such people and thus lighten the burden 
of interest charges? 

A .—Such people are beyond redemption. There is only one way for them 
and that is to sell their land. 

Q .—At least m the beginmug should nut some loan lie granted to them 
to show to others the advantages? 

A .—But where is the security? 


-Their land is the security. 

.—But that will not be enough. 


Q .—What is the system of repayment you are going to 
A.—Payment in equal instalments in twenty years. 


adopt? 


.—It is all for twenty years? 
.—Yes. 


Q .—Have the land mortgage banks started in the mufassal been able to 
got much capital? 

A .—Not much. 

Q .—You expect that there will be greater response to centralised issue of 
debentures P 

A. —Yes, that is the hope. 
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■Have the debentures been issued already? 
.—Not yet. 


Q .—I find in Madras while the judhis and the co-operative societies have 
been lending at reasonable rates of interest the ordinary labourer pays about 
75 per cent interest to the money-lender. How do yon account for thin 
great disparity? 

A .—It is on acoonnt of the large amount of risk taken by the creditor, in 
giving loan to people who have no tangible property. 


Q. —Bui some of them have house property sad even on pledge of jewels 
they knee to pay 85 per cent interest P 

A,j-There was a suggestion some time back that co-operative societies also 
should lend money on pledge of jewels. One society in Cuddalore tried it but 
it wu a failure. 


•Site Chairman.: What do you think was the cause of the failure? 
A.—The difficulty in finding a trustworthy appraiser. 

J .—Do you say the bank did not grant loans P 
.—Yes. 


Q .— The bank was not swindled, but they were not able to do that busi¬ 
ness P 

A .—They were nervous about doing that business. 

Mr. Thomas: Are there ample facilities for the transmission of money 
* for inlaud trade P 

A.—1 do not know very much aliout it. 

» 

Q .—Wlvat modifications do you suggest in the co-operative movement in 
order to make it more useful P 

A.—We are trying modifications now. Every year we are tlying to 
improve upon the previous year's work. Our present system of discriminat¬ 
ing between long-term and short-term loans is a very great improvement. 
Much of our difficulties in the past was due to haphaaard banking, mixing up 
long-term and short-term loans, and disregarding the purposes for which 
loans were taken, though according to the by-laws of the co-operative societies 
we were asked to find out the pnriioses and asked to regulate the period 
of repayment with reference to the purpose. These by-laws were not faith¬ 
fully carried out; as a matter of fact long-term loans were given tor short¬ 
term purposes and short-term loans for long-term purposes. In tho end 
we found that we were not able to realise the moneys advanced, within the 
periods lor which they were lent. As a result of the adoption of the recom¬ 
mendations of the Townsend Committee on Co-operation the two things 
were kept in water-tight compartments to such an extent that it raised a 
hue and cry and Government were accused of being unsympathetic. 

Q .—Could not some of the long-term debts lie transferred to the land . 
mortgage bank P 

A.—In certain coses it can be done. 


Q.—That will then place co-operative societies on a tetter looting? 

A.—Yes. If the debts are such that the man is not able to pay owing 
to the shortness of the period then it ran lie transferred to the society; 
hut if it is a debt which is doubtful of recovery such debts cannot te 
transferred to the society. 

Q .—With regard to marketing of crops what modifications would you 
suggest? 

A.—If we have got a number of holiest people and also efficient people 
then it will be a success. There should also te an agoncy for supervision 
of these societies. 

The Chairman; What is your experience of these federationsP 

A.—Federations are very useful institutions. 

Q .—Have they come to stay? 

A.—Yes, in spite of all that may be said to the contrary they have come 
to stay. 

Mr. Thomas: What is their function nowP 

A.—-It is supervision, their object is to bring aliout a better working 
of the existing supervision units. They need not exist if the supervising 
units are efficient. So long as some of the supervising units pre going to 
be unsound time federations are necessary. 

The Chairman : A number of supervising units were liquidated last year. 

Why? 

■ A.—I do not know, bttt It had repercussions in my jurisdiction. 
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Q.—What about agricultural demonstration societies? 

A. —I link the land mortgage bank with agricultural demonstration socie¬ 
ties. The by-laws of the land mortgage bank asks us to do so many things. 
Tt is printed in 0.0. No. 1814 of October last which has now been made 
a model for all primary societies and primary banks. If you read that we 
are asked to calculate the income from the land proposed to be mortgaged 
and then we are asked to find out 20 times the total income from the land 
and 75 per cent of this figure is the sum up to which loans can be given. 

Q .—This amount is bigger than the other limit? 

A.—Yes, tiie other limit is 75 per cent of the market value of the land. In 
the last resort if .the instalments are not forthcoming we will have to go 
against the land. The agricultural demonstration societies will he able to 
furnish ns these particulars. 

Q. —Any reason why there should not be more of these demonstration 

societies? 

A.—No. 

Mr. Thamat : What are they doing now? 

A.—They are demonstrating to the cultivator how to do the fanning in 
the right wuy h,\ demonstrating I with and showing him the difference. 

The Chairman: Could the Co-operative department take over the whole 
of that work from the Agricultural department? 

A.—By all means. 

<?.—Do yon think it will he possible for the Co-operative department to 
take over tbe marketing side of agriculture altogether and relieve the 
Agricultural department of that part of the work? 

A.—Yes. that is being done now. 

Q. —You think the Co-opeiative department could look after the commer¬ 
cial side of agriculture? 

A.—It must, else what is its function? 

Q. —Who organized the society at Lalgudi? 

.1.—The Agricultural department helped us. 

Q. —Hut they claimed to have organized the society P 

A.—I was on leave at that time. These societies are necessary to give us 
reliable information about agricultural income. 

Mr. Thomnt: Before granting a loan do you insist on the borrower adopt¬ 
ing unproved methods ol cultivation? 

.1.—That is what the by-laws state. The by-laws of the primary land mort¬ 
gage banks also require that the ryots should use only improved methods 
approved by them. 

Q. —Is it necessary that he must undertake to do so? 

A.—Yes. 

0 .—If tho ryots do not do so? 

A.—By summary procedure the amount of the loan can be recovered. 

(The witness then withdrew.) 
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The Chairman: What posts do yon happen to hold at the moment? 

A. —T am the Tnspector-Goneral of Registration, the Registrar of Joint 
Stock Companies and the Registrar-General of Births, Deaths and Marriages. 

O .—Which part of your work takes, a material amount of your time? 

A.—The bulk of my time is certainly taken up hy registration. 

Q. —What exactly does the work in regard to the joint-stock companies 
entail on youP 

A. —I have under me an Assistant Registrar of Joint Stock Companies in 
Madras with a staff of clerks who are technical men and who are very seldom 
transferred from that office. They practically spend all their life in that 
office. There are District Registrars of Assurances, who are Assistant Regis¬ 
trars of Joint Stock Companies, in the mufassal. Tt is in this resnect that 
the procedure in the Madras Presidency is better than that in the other 
provinces, where every company has got to lie registered at the headquarters 
of tlie province, Bombay or Calcutta for instance, fn Bombay ami Bengal 
the company baa to lie registered hy the jierson going all the way to the 
Presidency headquarters even if it lie at very remote distance. So far 
as the people are concerned 1 believe that we are able to give them better 
facilities than they do in the other provinces. Til this province the companies 
go for registration to the nearest District Registrar. 

P-—That particular work entails practically the administration of the 
Companies Act? 

A. —Yes. 

- p.—Have yon any audit Btaff? 

A.—Wo have got no power under the Companies Act to audit. 

P-—You have nothing to do with commercial audit ? 

A. —No. 


P.—It is separate P 

A. —Yes. The Companies Act gives us nothing like the power given to 
the Registrar of Co-operative Societies. This may appear useful to the 
Committee. In Bombay where there is a separate Registrar of Joint Ptock 
Banks. Mr. Mitchel has written thus in the year 1925-26: — 

t “ I still receive numerous applications from shareholders requesting roe 
to interfere in the internal management of companies and prosecute the 
managers for fraud which they suspect, and it will be some time before these 
ignorant shareholders can lie made to understand that the matter complained 
of by them does not fall within the jurisdiction of the Registrar, hut they 
themselves have right and powers . . . which they can exercise/' 


* For written evidence, vide pages 
t Vide page 6 of the Annual Repo 
Companies Act, 1913, Bombay Presidency, 


500-501, volume H. 

rt on the working of the Indian 



641 


Q .— Are the balance-sheets scrutinised to any extent t 

A. —They are scrutinized to see whether all the items that are supposed to 
be in the balance-sheet are there, but not whether they are right or false. 

Q. —You simply ascertain whether the statements are there and not whether 
they are true or not ? 

A. —Yes. 

Q. —What about tho companies under liquidation S' Do they have to send 
returns to you alsoF f think that in the case of companies winding up 
voluntarily the liquidator has to send a return to you once in six months stat¬ 
ing the progress in realization of the assets. Have you to scrutinize those 
statements to any great extent? 

A. —We have not got anv power except under the rules framed by the 
High Court under ^section 246. It has been represented to me that there 
would lie a little more control over these companies indirectly if along with 
their regular balance-sheet they were forced to send a profit and loss state¬ 
ment every year. But it is not compulsory under tho Act. If the profit and 
loss statement were sent every year the intending investors would know how 
things stand with regard to a particular joint-stock bunk. The balance-sheet 
by itself does not always give a clear idea as to how things stand. 

Q .—Have you anyltody in your department among your assistants or the 
staff who knows anything about reading a balance-sheet? 

A. —-The head clerk was a Bachelor of Commerce and several of my men 
have passed the accountancy test. These men as a rule are not moved from 
that office to the registration section. 

<?.-*-You have a nucleus staff but at present none of them are qualified 
as auditors? 

A. —At tho present moment there are two men qualified as auditors. One 
has passed tile G-.D.A. examination, and the other the tests in accountancy and 
auditing. 

Q. —If there is any question of Government undertaking any audit of a 
group of commercial concerns, your department might he in a position to 
expand and undertake the work? 

A. —As a rule we seldom do that work ourselves and if there is any need 
for an auditor ns recently there was we look to an expert auditor from out¬ 
side. In regard to that case we have written to Messrs. Fraser & Ross and 
also to another auditor who has not yet replied to us, because we thought 
that we would recommend the best man. This particular company we consider 
to be a swindle and wc want to get to the bottom of it. Tn this particular 
ease l oould take action because the balance-sheet itself looked obviously very 
suspicious, and their own auditor refused to give a clear certificate. But if 
on the other hand I had a balance-sheet which to all intents and purposes 
is all right T am prohibited from taking any action against the company. 
From any private information I may liavo I cannot under the Act ask the 
people to explain whether the figures are correct or not. 

Q .—Do you think it is desirable that there should he some provision? 

A.—1 think it is desirablo, hut I think that you will never get it through 
the legislature. 

Q. —If you find that a hank is undertaking business obviously outside the 
proper scope of its business, should you not hove the power to stop it? 

A.—I think it is better for the Registrar to have the power to stop it. 

Q .—At present he has no power of cancelling the registration? 

A. —No. 

Q .—Just to turn to tho question of nidhis of which I think yon have a 
■ good deal of experience, these are registered under the Companies Act? 

A. —Yes. 

0.—But they do not comply with all its provisions? 

A. —No. They want refundable shores. 

Q .—The share capital is withdrawable. But they do not put down 5 per 
eent of the nominal share value to begin with? 

4.—No. 
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4?. —These are tie two main points. Another point is that they lend on 
■hare capital. That is I think not specifically prohibited nnder the Companies 
Acs but it is by implication. If the share capital is the security for the loan 
and she loan is not repaid the bank has no other alternative than either 
to write it off or take credit of the share capital against itP 

A .—That is so. But, to commence with, I rather think that the mistake 
has originally arisen in our calling what is a deposit as share capital m the 
case of the nidhi. 

O. —Would there be any difficulty about enforcing the Companies ActP 

A.—I think that there would be in many cases. 

Q. —If it is registered under the Companies Act it clearly must comply 
with the provisions of the Companies ActP 

A .—Wc want to give these people a chance. I have made a number of 
enquiries all round the country and every Indian that I have met is not for 
strangling the nidhis. 

Q .—Why not necessary to strangle them? 

A.—If you bring them under the Companies Act that will bo the result. 

Q. —Obviously they cannot come under the Companies Act in their present 
( formP 

A. —They cannot. Within the past few years on account of the High 
Court decision some of the nidhis have gone to court and made their share 
capital non-returnable. There are three such nidhis in the city, the Purasa- 
wakam Permanent Fund, Limited, and two other nidhis, But that would 
not affect, I think, the nidhis in the mufaBsal. 


Q .—Do you emphasise the fact that it is possible without losing the essential 
features of the nidhi to attempt to bring it within the scope of the Companies 
Act? 

A .—Yes in the case of the big ones. 

O.—In the case of the small ones also? 

A.—You will then be up against the whole village opinion. 


0.—There are not many in the villages? 
A.—In the Coimbatore district there are 


A.— In the Coimbatore district there are half the total number of nidhiB 
in the whole Presidency. 


Q. —How many of them are there in Coimbatore town? 

A.—Sixty or so. 

Q. —If you had another Act you will have to administer that? 

A.—Yes. 

Q .—Do you think there is any particular necessity for additional legis¬ 
lation for toe nidhis or would it not be sufficient to bring them under the 
Companies Act? 

A. —The Indians are a conservative people and they look upon these nidhis 
as their own pet lambs. 

Q .—The form of these nidhis has materially changed and to some extent 
there is entirely a marked innovation of toe business. The first nidhi was 
formed in 1858. Do you think it will make very much differonce if they were 
brought under the Indian Companies Act? 

A.—It would make a great difference to those away from toe capital city. 
That would be interfering with their constitution. 

S .—Has the Government interfered? 

.—They will if they are going to put them under the Companies Act. 

Q.—It is but reasonable that they should be brought under the Act. They 
have been registered under toe Act all along? 

A. —Yes. 

0 .—How far hack was that? I think that goes back to the seventies? 
A—Yes. 
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(j .—Can you give us some light on the subject? You agree that it is a 
curious state of affairs that there is a big group of companies registered 
under the Companies Act but which do not comply with the Companies Act? 

A.—1 am afraid I can only furnish you with information from 1915 when 
the Government of India wanted a separate legislation for the nidhis 
themselves. 

Q. —It is being quoted to us that the Government having allowed this 
registration to go oil for so many years must allow it to go on indefinitely?. 
There never was any specific Government sanction. Was there? 

A.—There was not. They just overlooked the breach. 

Mr. Gopala Menon: Is there a separate Act for the control of joint-stock 
companies in other Presidencies? 

A. —There is only one law for the whole of India. 

Q. —Is it controlled by the Inspector-General ol Registration or is there 
a separate Registrar of joint-stock companies in other provinces? 

A. —I cannot tell you about other provinces but in Bengal and Bombay 
there are separate Registrars of joint-stock companies. 

Q .—Are not the balance-sheets in the mnfassal scrutinized by the Regis¬ 
trars and Sub-Registrars? 

A.—Not by the Sub-Registrars, but only bj the Distiiet Registrars. 

Q .—Have they got the special qualifications loi examining the balance- 
sheets and finding out defects or are there tinder them technically qualified 
men to scrutinize these balanoe-Hheetb ? 

A.—My assistant scrutinizes what the District Registrars send him. The 
final examination takes place in Madras for all the concerns in this 
Presidency. 

Q. —You have no right to go into the technical aspect of the balance-sheet 
because the Companies Act does not provide ior it? 

A. —That is so. 

Q .—Some witnesses who came be!ore us have suggested that this is on 
account ol the volume of business and the difficulty of men who are not 
qualified tor that kind of work and on these grounds the examination of these 
balance-sheets should bo controlled by a separate officer. What is your opinion 
on that? 

A.—They talk like that because they do not understand the Act. We can¬ 
not interfere with the management oi the company. 

Q -—So it is on account of the defects in the provisions of the present 
Act that you are handicapped in checking and exercising a stricter control 
over the companies? 

A.—Yes. 

The Chairman: From what you have seen of these nidhis do you think 
that it is desirable to have a Government-controlled audit or would you 
prefer them carrying on themselves und leave it to the shareholders? 

A.—I w'ould simply refer you to my nidhi Bill which I have sent up. 

0 .—Does it provide for audit? 

A.—It provides for a certain amount of internal check. It also provides 
for cancellation of registration, as punishment. 

Q.—At present under the Companies Act they have to be audited by 
certified auditor? 

A.—Yes. 

Q .—Do these certified auditors supply balance-sheets which are reliable?. 
Your eiroerience would be sufficient to form an opinion on that point P 

A.—Wo have not got the power to find out whether they are reliable or 
not. 

Q. —Is the present system of audit sufficiently good or is it desirable to 
provide for controlled audit by auditors who yrould on the one side control 
and on the other side protect without losing their jobs on the spotP 

A.—I think so; the present system of audit is fair. 

Mr. Gopala Menon : Is he a permanent certificate-holder or a temporary 
certificate-holder ? 

A. —He is a permanent certificate-holder. 
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Q.— Do yon provide in the new bill yon referred to for inspeotion of 
nidhis? 

4.—Yea. 

Q .— Am I to understand that the Registrar of joint-stock companies should 
have power to inspect all the companies in the same wayP 

A. —No. 

Q .—Do you consider that that power ought to be given not only in the 
case of nidhis but of all companies registered under the Act? 

A. —As a counsel of perfection it ought to be given, but you will not be 
able to get the banks to consent to it. 

Mr. Thomas-. Having administered the Indian Companies Act for many 
years what defects have you discovered which should be rectified? 

A. —The one grout defect is the utter absence of any provision for ascer¬ 
taining whether any of the figures furnished to us is correct or not. That 
is the fundamental defect. 

Q. —And therefore you find that if any shareholder approaches you for 
help you are not in a position to help him? 

A.—I am not in a position to help him. 

Q .—Therefore in the interest of the public you require much stricter 
regulation of the joint-stock companies? 

A. —1 would not have much more, hut a little more. 

O .—But will that little more he sufficient to safeguard the interests of the 
public? Is it not necessary io insist on certain essential requirements and 
rules and provide for a stricter supervision until bucb time as the public 
are educated enough to look alter themselves ? 

A. —There is a certain amount of protection in resorting to courts if they 
have a case against the directors ot the company. I do not think it advis¬ 
able to give a Government office power on very slender grounds to go and 
interfere with concerns of some magnitude. 

Q .—I speak of the ordinary joint-stock company; whether there should 
not be more provisions made in the Act itself in the interests of the share¬ 
holders? 

A. —I am not at all convinced that it would be a good thing to give such 
detailed power of control as you apparently suggest. 

Q. —Have you not within your experience found that the small share¬ 
holders have often suffered and the directors have often escaped loss? 

A. —There have been such cases. 

Q. —Do not such cases on the whole require that we should provide much 
more control than is at present allowed by the Act? 

A. —We should have power to know whether the figures supplied to us 
are right or wrong. 

Q .—Do you think it is necessary to have a separate Act for the regulation 
of banks, apart from the Act regulating joint-stock companies P 

A. —I do not know why we should have a different system from that of 
Great Britain. 

Q. —Are you aware that in nearly all countries except Great Britain 
there exists separate legislation for hanks, and even in Canada and other 
British Dominions, such legislation has been made? 

A. —I do not venture to give an answer to such an important question. 

Q .—Have you not found out the need for securing the depositor against 
the possible mismanagement of the bank by the directors? 

A.—I have not got the material in my possession or at my disposal to 
give an answer to that question. 

f }.—Are you aware of a circular sent out by the Government of India in 
1913 in regard to separate legislation for joint-stock banks? Do you agree 
'with the proposals? 

A.—I must say it would be presumptuous on iny part with the information 
at my disposal in my office to answer a question like this. 

Q- Your experience as the head of the department does not enable yon 
to answer it either way? 

A.—No, 
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Q .—Do you think that most of the nidhis in the Presidency are mutual 
benefit associations? 

A. —Most of them are. 

Q .—You know that many nidhis, specially in the mufassal only, call 
themselves so hut are commercial hanks pure and simple? 

A. —There aro some nidhis which call themselves so, but do hanking 
business while there are some which call themselves hanks and do nidhi 
business. 

Q .—Would you not like to bring these commercial concerns which call 
themselves nidhis under the stricter provision of the Companies Act or under 
a stricter Act? 

A. —If this Nidhi Bill is passed into law. the bulk of them would prefer 
to come under the Companies Act. 

Q. —Do you want'to bring all the nidhis under the same Act? 

A. —Yes, unless of their own accord they come under the Companies Act. 
They are at perfect liberty to come under the Companies Act making their 
share capital non-ref urnahle. I might here also mention for the benefit of 
the committee that it has been stated to mo that several of the nidhis of 
their own accord will prefer to come under the Companies Act liecause under 
that Act there is practically no check whatever on them whereas under the 
Nidhi Bill there would lie bome check. 

Q.—You might remember some of the nidhi failures in 1D26? 

A.—Yes. 

Q .—Do not such fuilurcs bring home- to us the necessity for some further 
legislation? 

A. —As against these nidhi failures there were other failures also. 

Q .—1 would just like to ask you one or two questions about registration. 
You have, 1 presume, some acquaintance a ith mortgages of land, about the 
terms and conditions oi mortgages? 

A.—Yes. 

Q. —For what period generally does a mortgage run? 

A.—It may run from one year to twelie years. 

Q .—Is there any difference iu that matter between the different parts of 
the Presidency? I understand that in some parts the period generally is 
three years? 

A.—If the committee want a statement I shall send one. 

<?.—Jn_ your written evidenee you have mentioned the running of ela 
chits? What are the effects of those chits? Are they working for the 
advantage of the people? 

A.—1 see no reason to say that they are not. It is very much like the 
building society auctions in England. 

Q .—Arc you aware of some evils connected with the running of smaller 
chits? Is there not some swindling going on? 

A.—I see none beyond the ordinary risk oi the man who has got his 
amount at the beginning aud who tries to hack out later. 

J . —Those chits are encouraging tho poor man to he, thrifty? 

.—I think so. 

Q .—Will it not lie good if institutions like co-operative societies or nidhis 
run them? 

A.—Yes, but 1 do not mean the prize chits. 

Q. —So you do not regard tho increase of the chit business in Coimbatore 
with any great alarm? 

A.— No, so long as they are ela chits. 

Q .— In what parts of the Presidency are prize chits prevailing and what 
are they likeP 

A.—There are two kinds of prize chits, one in which the man gets a 
prize and does not contribute his share afterwards and the other in which 
though the man gets the prize he continues to contribute. The former is 
definitely illegal and has been declared to be so by the High Court. 

J .—But still they are being run? 

.—Not by registered companies, as they are definitely illegal. 

(The witness then withdrew.) 
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Oral evidence.* 

Mr. Oopala Menon : In your written memorandum you have dealt with 
the present conditions of the indigenous bankers in the Presidency. May 
I' know your opinion with regard to the indigenous hankers being a useful 
entity in the banking conditions of this country ? 

Mr. Kotkari: They are a necessity and they aro really very useful as a 
factor of the banking and financing institutions. 

Q .—Your opinion is that they should not be dispensed with as they 
afford banking facilities to the public? 

A.—Yes, for the time being till the conditions improve and change foi 
something else. 

Q. —What you maintain is that they know more about the conditions of 
the people in the villages and towns and they aro able to accommodate 
them in a much better manner than other bankers. Is that your view? 

A.—Yes. 

Mr. Muhammad Ismail: Our Chamber contains more than a hundred 
members from the indigenous banking community and there are many 
members still who have been benefited by that banking system which you 
call the indigenous banking system. 

The Chairman ; I think your Chamber includes also a number of joint- 
stock banks? 

Mr. Kothari: Yes. The indigenous bankers Iteing in touch with the 
everyday life of the country are better able to do business. 

Mr. Gopala Menon: Do you think that they require help from the 
Government in any way? 

A.—It would be better if Government could give them larger facilities. 

J .—In what wayP 

.—Cheaper money would ltelp them a great deal. 

Q. —Don’t you know that they are getting money from the Imperial 
Bank at the bank rate and in some cases one or two per cent above the 
bulk rate? 

A.—Compared to what the indigenous bankers are getting in other 
countries we believe that the indigenous bankers here are getting money 
at a very very high rate of interest. If you take tile rates of the Impe¬ 
rial Bank for the last twenty years you will find that for the last ten years 
the rate of the imperial Bank is very high and ultimately it tells upon the 
business as well as on the people. 

Q .—Is that not the ull-india rate? 

A.—Though you may think so and that it could not be charged. My 
Chamber feels that it is very high and that the money ought to be cheap 
and that it should pay to the producer to have it. 


* For written evidenoe, vide pages 515—021, Vol. II. 
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Q .—Can you suggest any way by which it could be reduced? 

A.—Mr. Menon, I think you will be coming to that sort of thing about 
the rates later on. 

Q .—Is it possible to bring these indigenous bankers under any control 
just in the same way as the joint-stock banks or the nidhis? 

Mr. Muhammad Ismail : Now, ns it is, we cannot effect a great change 
in the indigenous banking system. Later on we suggest that they might 
be changed into guarantors or approved bankers of the Central Reserve 
Bank. But in the meantime and gradunlly they may be asked to publish 
their accounts which may lje audited and they may be brought under such 
other regulations which would increase the confidence of the people in the 
indigenous banking system. 

Q .—Have you taken their opinion with regard to the audit of their 
accounts by a recognised auditor? Are they agreeable to that? 

A .—This is the view- of the Committee of the Chamber. 

Mr. Kothari ; It will not suit us to say whether we have taken their 
opinion. 

Q. —Mr. Kothari, what T want to know is whether we can bring them 
under control in a banking federation for the purpose of creating an organized 
money market. They are in the villages and it is not possible just now for 
banka to go and establish branches in places where it is not possible for 
them to establish. Therefore, what I want to find out is whether in small 
villages and towns where these indigenous bankers are working now is it 
possible for ns to link the indigenous bankers with other banks in the 
district and the Presidency towns? 

A.—It is quite possible provided the methods adopted are slow and not 
injurious to their credit. If you immediately adopt tlie audit and that sort 
of thing perhaps they may resent but with more education and facilities for 
cheaper money and co-ordination of the hanks they would come round and 
see that the facilities are better and they will agree to the audit. 

Q. —Your opinion is that thoy may bo willing to subject themselves to 
these restriction gradually? 

A.—Yes. 

Q. —With regard to the exchange banks, their function is merely to 
finanoe the foreign trade? 

A.—The export and the import trade of Inditr. 

Q .—They are serving a useful function in that way, is it not? 

A.—It all depends upon the angle of vision. There are some who 
think that the exports of the countiy may l>e improved by other methods. 

Q .—Is it by Indian-managed joint-stock banks? 

A. —Provided they could be made to come out. They are existing in the 
country but they have not taken to the exchange business. 

Q.—Why have they not done so till now? 

A.—Unfortunately we are not in a position to say why the Indian joint- 
stock banks have not taken to the exchange business. 

Mr. Thomas : Are you directly in touch with the indigenous bankers and 
is your Chamber dealing directly with the indigenous bankers? 

A.—It is this way. The Chamber is an institution consisting of members 
some of whom are from tlie indigenous banking community also. The 
Chamber as a body does not do any such business. It is the members only 
who attend to it individually. The Chamber provides only the meeting 
place for both the indigenous bankers and the joint-stock banks. 

Q .—Who forms the majority? 

A.—The merchants are in a majority. 

Mr. Qopala Mr non : Do you want any restrictions to be imposed on the 
exchange banks in view of the deposits they are taking from the country P 

A.—I would wish that a certain proportion of their capital ought to be 
Indian and ought to be invested in securities in India. 

Q .—You are dealing in stock exchange? 

A.—Yee. 



Q .—Ton mint hare sold the shares of these exchange banks to the Indian 
public? 

A. —The difficulty about them is that there is not much demand for 
them the registered offices being far away. It would be different if they 
open their share transfer offices in India. It is only then that the shares will 
be much favoured by the Indian public. To-day the investors do not take 
to the shares and the market quotations are not so attractive. 

Q .—Your objection then is that they are not registered in India. Is 
it not? 

A. —I may put it this way. If the exchange banks have the registra¬ 
tion of their shares in Indisf in one centre either at Madras, or Bombay or 
at Calcutta it would be much more profitable for the investors to invest in 
these shares and they will be dealt in the different markets in India. 

P. —What is your view with regard to the foreign insurance companies? 

A .—These shares are never dealt in India at all. 

0 .—Do you want thorn to koep a portion of their profits in India P 

A. —There is a Bill in the Assembly proposing that a certain portion 
of the premium amounts ought to be invested in some way in India. Somo 
portion of the share capital or premium amount should be invested in the 
securities of the Government of Tndia. 

Q. —You say that warehouses should be established all over the country 
by railway companies, firms and other institutions under licences and the 
receipts from these warehouses should lie made available for advances from 
the banks. What I want to know is which is the authority that should 
build these warehouses? 

A. —Possibly the Government may do it. Also the different commercial 
bodies might be allowed to have a warehouse. 

The Chairman : Aflmrerf to have a warehouse? 

A. —Yes. It is this. Tf to-day somebody puts up a warehouse it is not 
recognined by any hanks. In some countries there are certain restrictions 
put upon the running of warehouses. If there is an Act or something like 
a check on these things it may inspire a better confidence in the exchange 
hanks. But to-day the warehouses owned by individuals are not recognized 
by the banks. 

Mr. Gopaln Menon : Is it due to the fact that tho private warehouses are 
not registered ones or is it due to the fact that the present warehouses 
are not pucca buildings P 

A .—Not necessarily so. Thpre are some warehouses which are very big 
and pucca huilt hut they do not inspire confidence in the banks, or perhaps 
the banks do not want to have them. 

O. —You want then some recognized body either the Government or local 
bodies to build warehouses? 

A. —Yes. 

P. —Then who will run these warehouses? Can yon give us any sugges¬ 
tion? 

A. —I would rather put it this way. Sir. The railway companies have 
their warehouses open to the public. 

D.—What we want to know is the kind of warehouses that yon want? 

A. —At present practically sneaking the State railwsvs are coming into 
vogue and if the railways are taking to warehousing all the goods of pri¬ 
vate individuals, the railway being a big institution, they can easily be 
warehoused and the raliwav companies can co-ordinate with the public and 
the warehousing may he easily facilitated. 

p.—But the point is that in a place like Madras there are warehouses con¬ 
structed by the Port Trust and also by the railways where the goods can 
he kept but in regard to the mufsssal towns and important centres of agri- 
cnftnral produce who should build the warehouses? You only referred to 
a place where there is the railway station. T mean also places which are' 
far awav from the railway station. 

„ Mr. Muhammad Iimail: In course of time we would like to have these 
warehouses not only at railway stations hut also in important centres, of 
agricultural and industrial produce wherein this improvement can he 
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0. —In these places who should construct these warehouses? 

A. —The cooperative societies in course of time may construct them. 
The Government themselves can make some provision to build warehouses 
and rent the warehouses. The municipalities and the local bodies may also 
build them. 

Q .—Then who will undertake the work of running these warehouses? 
Would you lease it out under a licence? 

A.—Yes, in many cn'-es wc will have to do that. 

Q .—Then there is another question. You will require deposits from the 
people who come forward to run these warehouses. Will they be willing to 
give deposits? 

Mr. Kothari : If it is paying certainly they will he willing. 

0 .—You are for. taking deposits for running these warehouses? 

Mr. Muhafnmad Ismail: Yes. But we cannot bring this into vogue nil 
of a sudden. That is why 1 said that the whole thing should lie in course 
of time and then if people see that it is paying they will certainly be agree¬ 
able to provide securities, 

Q. —You want the deposits made by the people in hanks to he secured. 
Do you mean that provision should lie made for safeguarding the deposits of 
the public in the hanks? 

Mr. Kothari: At present. Sir, the Indian Companies Act is so loosely 
worded that the audit is not well done. We propose that the audit ought 
to be a little bit more stringent so that their balance sheets may reveal 
exactly the facts as they are and then thp >>nfegnnrding may be in that 
respect. 

Q. —Don’t you think that the balance sheets are all drawn up by the 
accountants of the banks and afterwards checked by the certified auditors? 

A. —The auditors do give certificates. But the Indian Companies Act 
to-dny is so worded that certain information which ought to have been 
revealed is not revealed at all by the balance sheets. 


Q .—Have you thought of the amendments to be made in Indian Compa¬ 
nies Act in that direction? 

A .—If I forget not, I think that the Commerce Department of the 
Government of India has already communications on this subject of amend¬ 
ing the Indian Companies Act. Some suggestions are already made as to 
what should lie done in regard to the interests of the different investors. 
The disclosure of the accounts should be much more -Btrictly adhered to 
and should give much more information on the lines of the American legis¬ 
lation. In America there is a legislation by which more information is 
required to lie given in the balance sheets to the investors. 


Q .—You sny in your memorandum that the Imperial Bank i*- coming into 
competition with the other banks mainly because of the large Government 
funds controlled by it. Do you not think that the Imperial Bank is accom¬ 
modating the other banks with the funds that they have gotP 

A. —It is a double-edged sword. If you have more funds you can give 
them a bad turn as well as a good turn by giving the other banks accom¬ 
modation. My Chamber feels that all the hanks should be on the same 
standing and one alone should not be in an advantageous position to the 
prejudice of the others. If the State Bank is coming into existence the 
Imperial Bank should not he given the present facilities enabling it to come 
into conflict with the other banks. 


Q .—Now they are the bankers of the Government of India and they are 
expected to help the other hanks. Is that not so? 

A. —They are in the way, as I said before. 

Q.—Can you then maintain this statement that they are coming into 
competition with tlie other banks P 

A .—It is a fact, Sir, that the Imperial competes very largerly with the 
Other banks in the country by opening branches at places where there are 
existing the branches of other banks? 

Q —Do you mean to say that they are competing with the other banka 
in ontting the rates? 

A.—Yes. 
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-They bare larger funds, the trust property and other funds from 
Government, without interest whereas the indigenous bankers have to pay 
interest on current accounts. Thus they are better able to compete vita 
others* Haring larger facilities and at cheaper interests they are better 
able to compete with anybody. In this connexion I will give you a small 
illustration as to how the Imperial Bank is competing with other batiks. 
Till 1930 the Imperial Bank never used to charge any commission for sums 
below Its. 5,000. But to-day since the beginning of 1930 for any sum 
below Re. 5,000 they are charging four annas for discounting. 

-You say that their rates of discounting are high? 
l.—They ore very high. 

Q. —But the reserves of the treasuries are kept with the Imperial Bank 
for the purpose of helping trade P • 

A.—Yes. 

<?.—Do you not think that they arc advancing for trade during the 
slump season? 

A. —Because they lend at such time it does not mean that they are 
giving facilities. They can be said to help if their rates of interest were 
cheaper. But practically speaking, they are giving n't a higher rate of 
interest than they should. 

Q .—But the Multani bankers who appeared before us told us that they 
are getting advances from the Imperial Bank at the bank rate. So are 
they not helping them in that way? 

A. —After all what is the bank rate? It is a fictitious rate. The bank 
rate in India is not the criterion as it is in America nr in London. 

O.—How is the money market rate to be recognised ? 

A.—The official rate of the Imperial Bank is not the correct rate at 
which money is being borrowed and lent. 

Q .—That is because you hmre not got an organised money market. Is 
it not? It is not due to the fault of the Imperial Bunk of India. 

A. —I beg your pardon. Sir. 1 would say it is not the fault of the Impe¬ 
rial Bank of India. Tf the inter-hank call money rate in England has come 
down from 4 per cent to 21 per cent, immediately the Governors of the 
Bank of England would come down and reduce their rate of interest. But 
it .is not so iu this country. The rate of the Imperial Bank of India is 
raised or lowered in the interests not ot the public but of somebody else, 
whether it is the Government or the Governors, it is for them to say. But 
the current rate in the country is quite different from the official rate. 

Q. —What I want to know is how you can maintain the statement that 
the Imperial Bank rate and the lending rate oi other hanks has no bear¬ 
ing? Imperial Bank rate is fixed by the head office and is that rate not 
adopted by other hankers in the country? 

A .—Perhaps you forget that money is like water finding its level. If 
cheaper money were available Homewhere else the people would not go to the 
Imperial Bank. In 1929 end the rate was 7 per cent and the call money 
rate wag 21 per cent. The difference was so much between the two that 
some banks began ending at 5 per cent while the Imperial Bank rate was 
7 per cent and even with that rate they took hundis at 6 per cent and 61 
per cent. 


i 


•That is due to attract business by competition? 
.—Yes. 


The Chairman: What should be the difference between the call money 
and the bank rate? 

A.—The call money and the official rate ought to be near each other. 

S .—Why? 

.—If the call money is too low and the official rate for lending is too 
high the people go for the call money and give it at short notice. The 
result is that the Mnltanis and the Marwaris do not borrow money and 
there is stagnation for some time. 


i 


.—At present they ore borrowing money? 

.—It is because the call money has gone up to 5 per cent, 
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0 .—When was it 2) per centP 

4.—In November and December last and for some time no Murwari or 
Chetti would come out for loans. It so happened that the exchange rate was 
coining down in busy season and the Government wanted to prop it np and 
n could not be done without raising the bank rate. 

G.—But the Government does not do that? 

A.—It is an open secret that the Governors of the imperial Bunk are 
being dictated to do it by the Government of India. 

Mr. Gopala Menon: They are protected under the Act? 

A.—The Governors of the Imperial Bank of India are practically depen¬ 
dent for their resources on the Government. 

Q. —Therefore do you maiiitam thut they arc at the mercy of the Finance 
Department? 

A.—They do de|>end upon them. 

S .—Do you want a hank like that to lie made entirely independent? 
.—Yes, that is the cry of the land. There should he a resene hank 
wherein the Government ol India should not have a voire in the policy. 

J .—Even then the Government fund mil lie in the bank? 

.—But then the Government will not dictate the policy. 

Q .—When the Government makes a largo deposit in the reserve bank, 
being the biggest customer will it not dictate? 

A. —If the proamble of the old Iteserve Bunk Bill be looked into it will 
bo found that it was stated that the finance policy ol the Government of 
India will be bundled by the..Reserve Bank. Practically speaking, the Gov¬ 
ernment of India will have no interference in the financial policy. 

Mr. Muhammad Ismail: It will not and should not. 

Q .—With regard to tho call money and the bank rate you say that the 
rates should be approximate as far as possible. The call' money is intended 
to be paid at a moment’s notice. Will it suit for any hank'to take call 
money at a rate very near the hank rate or is it your view that the bank 
rate is arbitrary and the call money rate is more or less based on the current 
account rate? 

Mr. Kothari: The call money is indeed approximately the correct rate 
at which money could lie borrowed by the general public and that the official 
bank rate at which hundis are discounted is too high and that it is arbitrary. 

J (.—I thought that the official rate depends on the need for money by the 
ing public. Is it not so? 

A.—Not necessarily always. The official rate of the Imperial Bank of 
India at times is increased on grounds which the Governors of the Imperial 
Bank of India alone know. But ouc thing is certain and that is that the 
country does not demand that rate. The balance-sheet does not justify that 
rate yet. However, the rate is raised at times. 

Q .—Your point then is thut the other banks in the country are depen¬ 
dent upon the imperial Bank rate and that is another reason for money 
getting tight ior trode purposes in this country? 

A.—That is a fact. 


y.—You say in tho memorandum that the Indian investor is too con¬ 
servative and panicky. That is ruther n sweeping remark. Is it a fact? 

A.—What is wrong there? Every investor ought to be conservative. 

Q —Why? 

A.—AU over the world the investors are conservative. Why should the 
Indian alone be blamed for being conservative while the rest of the world 
is complimented for it? 

Q, —Then is it due to that that the Indian investors are not investing 
their money in industrial concerns? 

A.— Certainly not. Because he is a conservative man it does not imply 
that he is not investing money outside. 
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Q.- —W* do not find many industries financed by the people in this Presi¬ 
dency at any rate. Why P 

d.—You are suggesting to me, Sir, that the industries are not thriving 
in this country and in this Presidency because, the Indian capital has not 
floured freely in regard to the financing of these industries. The reason is 
this. The rate of interest from investments in other ways is much more high 
than the yield from investment in the industries would pay. 

(J .—Is it not due to the fact that the money is dearP 

A .—It is. Money is very dear. 

Q .—You have made reference to hoards in your written memorandum. Do 
you think that there is any considerable amount of money in hoards P Can 
you suggest any method by which we ran attack this hoarding systemP 

A.—I would suggest one way, that is, if the general public be educated 
enough, if the whole of this propaganda lie in the vernacular, if the balance 
Sheets, cheques and the accounts are in the vernacular the people will under¬ 
stand more of the facilities and they will come forward to invest their funds. 
To-day the position is this. Excepting the few places where English is known 
by the people, the general public doeb not know how transactions are going 
on. The cheque has to lie written in English only and the man should not 
write it in Tamil. If the vernacular of the country is made the language of 
the different institutions, for their balance-sheets, accounts and cheques and 
all other things the general public who know the vernacular will go to 
those institutions and their money will lie coining out. 

Q .—That is not the only remedy, is it not on account of tiie money 
being dear in the country r 

A. —Yes. But, because the facilities to the general public are not so good 
as they should be, money is not coming out. T will qualify my sentence 
thus. 


U .—By the different banking institutions ? 

A.—By the institutions and by everybody. To-day it so happens that 
the banking institutions hare something like a cheque in English and tho 
man very naturally having had no knowledge of the cheque or a look at 
the balance sheet he will feel shy of the institution. 

Q. —That would not solvo the problem of bringing down the rate of inter¬ 
est. Asked why the capita! is not flowing to the industries you »aid tJiut 
the people can find more profitable investments elsewhere which would offer 
them attractive rates of interest. You want industries to prosper iu this 
country. How can we attract money to the industries P 

Mr. Muhufnmad Ismail: Lack of facilities is a cause for the tnouey ac¬ 
tually in the country not flowing to the industries. Another of the causes 
is of course the conservative spirit of the people. It is an ancient social 
custom of the people to invest money in jewels. 1 do not think that the people 
for a very long time to come would give up the habit of wearing jewels. Why 
they hoard money is that they do not feel secure in investing their money in 
other ways. It has to lie granted that there is not much sense of security 
amongst those people who hoard the money and we have suggested means 
to overcome this want of confidence amongst the people and for making 
them invest their money in banks and industries. That state of affairs 
will also require the better education of the jieople. Much depends on the 
state of education of the people, the sense of security in the country and 
various other causes too. 

J .—Is it due to lack of education P 
.—That is one of the causes. 

Q .—It is so in rural parts particularly P 

A.~Yes. Further they see somewhere some banker failing and that adds 
to their distrust of banking institutions and bankers. 

Q,—Do not the people invest in Post Office Savings Banks and Cash 
Certificates P I presume those are made out in English P 

A .—The system of hoarding has not in any way appreciably decreased 
in spite of tniB facility. But with further increase in education and with 
the development and popularization of the banking system, this system of 
hoarding may decrease appreciably. 


Q.—Another thing you say is the laxity of control orer joint-stock banks 
in this Presidency? How do you maintain that? 

A.—Here the administration of the Act is merged in some other depart¬ 
ment, the Registration Department, and this leaves the Registrar very Tittle 
time to spare. In Bombay and Calcutta the Act is administered by a sepa¬ 
rate department altogther. 

J .—But is it administered by a separate Registrar? 

.—Yes. 

Q.—But will there lie enough work for one separate department}’ 

A.—I believe so; I think there will lie sufficient work. 


Q .—Is it because they are scrutinizing the balance sheets submitted to 
them properly? 

A .—They are not doing it properly here now. 

O .—Have they got sufficient knowledge to scrutinize the balance sheets? 
A.—Uy information is that they are not so qualified with regard to trade 
customs and so on. 


Q .—So you think a separation is necessary? 
A. —Yes. 


Q .—Do you think the creation of Investment Trusts would encourage 
investments and help the industrial growth? 

A .—The Investment Trusts would help the people to invest their funds 
and they will create more confidence because their investments are in various 
groves, so much so that if there is a loss in one, that will be made up by 
profit in the others and ultimately they arc expected to make very good 
profit in the investments. This wilt induce more and more investments. 
The Investment Trusts have got that special know-ledge in selecting avenues 
for investments which the ordinary man has not got and they will be able 
to offer him expert advice. 

O .—But that is being done by the hanks? 

A.—You mean in England. \ am told that such Investment Trusts are 
abundant in Scotland. 


Q .—Can the withdrawal ionns of savings bank accounts be mode negotia¬ 
ble? Will that attract more money into savings banks? 

A .—It will attract more. 


The Chairman : In that case what will be the distinction between a 
cheque and a withdrawal form? 

A .—There will not lie any difference except this, thut is, the with¬ 
drawal form of the savings hank will lie marked ‘ Saviugs Bunk Account ’ 
on the face of the form. 


O .—What is the distinction then between the two accounts? 

A.—In tlie current account the interest is calculated from day to day, 
but in the savings bank account if you draw between the 10th and the 30th 
of the month they do not allow any interest. 

Q .—I know of cases where interest is calculated on the daily balance? 

A.—My knowledge is to the contrary, 

O .—Do you say that it is an essential feature? 

A.—Only then can they afford to pay such good rates of interest on 
savings bank accounts. The drawings out of the savings hank accounts 
ought to be limited also as far as possible. If it is liable to be withdrawn 
often then the bank will have to keep sufficient funds to meet the demand. 
In that case they cannot afford to pay 4 or 4} per cent interest. 


Jtfr. Gopala Menon: So you want post office savings bank accounts to be 
operated upon by means of cheques? 

A.—Yes. 


S .—Do you think that practice is prevailing in any other country? 

.—If it is not prevailing in any other country I see no reason why we 
should not adopt it. 

Q .—It is being practised in America? 

A.—That only strengthens my contention. 

S .—-Then it will help trade a good deal? 

.—Surely. 


Q .—Now withdrawals from savings bank accounts are allowed Only once 
a week? 

A.—I think so. 

Q.^-Do you want any other amendment or modification to suit the 
convenience of the retail trader? 

A. —At present money coming into the post office savings banks are not 
available to trade at all. 

Q. —Do you want that savings banks should allow others to deposit money 
in the accounts in the name of the depositor? 

A.— Yes. 

O .—Do yon want post office savings bank to he issued in the vernacular? 
.4.—Yes. there are certain countries where they are issued in the verna¬ 
culars. 

Q .—Now the co-operative societies have got savings accounts and 
co-operative societies are increasing in number. Will there be any collision 
between the two? 

A. —The co-operative societies only touch n fringe of the population and 
there are ample scope for both. 

J .—You want them to work side by side? 

.—Surely. 

Q. —Do you remember that the need for amendment of the post office 
savings bank was urged by the Babington Smith Committee who said 
. . . “ We recommend that the Government of India should examine 

how far, notwithstanding the admitted administrative difficulties, it may 
be possible to improve the present procedure for the deposit and withdrawal 
of money and to increase the uumlier of post offices conducting savings bank 
business ” ? 

A.—Yes. That makes our recommendation for amendment stronger. 

Mr. Thomat: You have spoken about the exchange banks continuing 
in India and the necessity for bringing them under some control. How 
were they able until now to get a large share of the Indian depositors’ 
moneyP 

A. —Only the exchange banks offer facilities for financing the import and 
export trade of the country and most oi the importers and exporters being 
Europeans they generally deposit their moneys with these exchange banks. 
Indians also who export or import goods feel a moral obligation on their 
part to place their current funds also in these banks. 

Q. —If you want therefore to get more deposits there should be Indian 
exchange banks? 

A. —I would very much like to have Indian managed exchange banks. 

Q .—Do you think there is any possibility of such banks coming into 
existence in this country in the near future? 

A. —There was already an attempt made by the Tata Industrial Bank 
but somehow they were not able to succeed. Hence they were amalgamated 
with the Central Bank of India. 

Q .—Are you not aware of Nattukottai Chettis managing exchange busi¬ 
ness with other parts of Asia? 

A. —They are doing exchange business with Rangoon, Singapore, Colombo 
and Malaya. They do not do this business independently but through the 
exchange banks or their branches. 

Q.—You do not look forward to Indian bankers starting exchange banks 
in the near future? 

A. —If the competition of the present exchange banks is reduced it will 
be possible. Now there is a ring of these exchange bankers and they do not 
allow anybody else to come in competition with them. 

O .—If yon have Indian exchange banks and If they are patronised by 
all the Indians then surely they will be able to stand mi their own legs ? 

A.—Yes, bnt what is wanted in that case is some facility for those banks 
and some kind of restriction on the foreign exchange banks. 
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f .—What restrictions P 

.—For the safety of the depositors it should be laid down that a certain 
portion of the deposits should be invested in India. Their balance sheets 
at present do not reveal what portion of their deposits or investments are 
in India or elsewhere. 


Q '—How do you know thatP 

A .—There is a cry at present that their investments are not made in 
India and they have not challenged till now the accuracy of that statement. 
But in this connexion we have to say that we are not in any way running 
down the services they have done to the country. 

Q .—With regard to insurance companies do you think that Indian 
insurance companies have come to that level_ of efficiency and confidence 
which would enable us to rule out the foreign insurance companies? 

A .—With all the emphasis nt my command I can say they have come to 
that level of efficiency and confidence. 

Mr. Oopala Metwn: Are they gradually coming into competition with 
foreign insurance companies? 

A .—They are. 

Q .—In that case in course of time their business will be wiped out? 

A ,—But why not accelerate the process? 

Mr. Thomas-. Do you know what part of the money collected by the 
foreign insurance companies is invested in India? 

A .—Very little I think. Their balance sheets do not disclose what actual 
amount they have invested in India. They do not show in their reports 
what portion of their investments are in India. They sav some funds are 
invested in India but do not say exactly how much. I think a major portion 
is invested outside India. . 


a major portion 


Q .—I suppose you are in a position to give us some definite information 
as to the export and import trade of the country with a view- to bring out 
the necessity for the improvement of the marketing facilities? 

A .—My chamber would surely suggest that there should lie better market¬ 
ing facilities for a numlier of crops that are grown in the country. For 
exnmplo there is n very good harbour nt Cochin and there should ho a market 
for tea, copra, rubber and pepper established there. There being such big 
crops their auctions may be conducted similar .to those of Colomlto. 

Q .—You w’ould like to have organised markets as in Colombo? 

I.—Yes. 


Q .—Do you think such organised markets will enable the Indian producer 
to get a higher price? 

A. —It will enable him to get at least the market price. At present he 
has to rely on the exporter, he does not know whether his goods are appre¬ 
ciated or not and whether he is to extend his produce. At this juncture 
1 will say something of the tanning industry. It is the most important 
industry in this Presidency; other provinces ure also concerned with this 
industry. This industry employs men from the lowest class of society to the 
highest. Most of the raw hides are produced by people who are called 
Chamars (Chucklis) who form one of the poorest classes. The raw skin or 
the raw hide passes from the primary purchaser to the foreign consumer, 
through different hands. First it is collected by small middlemen or petty 
merchants. Then it comes into the hands of bigger collectors, A good 
quantity is then being sold to the exporter of raw skins or hides for being 
exported in raw form. The rest goes to the Indian tanner and is tanned 
and exported to other countries as tanned skins or hides. A good portion 
of the output of these tanneries is sold against firm orders and their value 
is got by drawing bills on letters of credit. The remaining portion of the 
tanned articles are being sold in auction in London. 

0 .—Could you sav how at the various stages the industry is financed? 

A.—The small collector pays cash to the Chamar and in his turn gets 
cash from the bigger collectors or merchants. These merchants sell, for cash 
pr os credit for a few days, direct to the exporter of raw skins or to the 
Indian tanner ; or in many cases they send their goods to mandies for sale 
on commission basis. Thu is the raw-material portion of the tanning 
industry. 
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Q.—Are those merchants independent persona? 

A.—Some of them are independent merchant*. Those who collect direct 
from'the Chanters are the petty merchants and many of these small collectors 
getystanding advances from the big merchants, some of which big merchants 
also get advances from either the tanneries or mandies. In return for this 
advance, the goods have to be sent only to those who have paid the advanees. 
Sometimes the tanner also attends the shandy himself where these raw 
skins come for ssle and makes his own purchase for cash payment. Some¬ 
times, some tanners buy from mandies on credit, 

Q .—What is the difference in price from the time it leaves the hands 
of the Chamar till it reaches the hands of the foreign exporter P 

A .—From the time it leaves the hands of the Chamar till it goes to the 
tanner or the exporter of raw goods the difference will ordinarily be 5 or 8 
per cent; but it may be still more sometimes. 

A parallel to this can be found in the cotton trade of Bombay and Madras. 
In the Madras Presidency the cotton that is produced is two-thirds of that 
in the Bombay Presidency. The cotton market of Bombay is one of the best 
organised markets. There the farmer does not at all sell to the middleman 
but sends his goods on to the broker who sells it at the auctions at the 
East India Cotton Association. The cotton that is brought in is tested and 
the strength and length of the fibre and the quality are found out. Hundreds 
and thousands of similar qualities are auctioned at that place. Thus the 
produoer by taking it direct to the broker avoids four or five middlemen. 
The farmer knows also what exact price he gets for his produce. Hut it is 
not so in the Madras Presidency. Here the merchant does not know exactly 
what price he is getting and what is the prevailing market price. Tt is one 
of the functions of the Government to help to organise a market. 

Q ,—Was it the Government that organised the cotton market in 
Bombay? 

A .—In the very early stages the merchants started it but the Govern¬ 
ment came to their help and acquired for them the buildings and the place 
to build godowns. 

Q .—So you want the market to be organised? 

A.—Yes. 


Q .—What is the normal sine of a tannery in this Presidency, I mean how 
many persons are working in an ordinary tannery? 

A .—An average tannery has about 80 to 100 men working in it. There 
are also tanneries in which there are 200 to 300 workmen. In the Madras 
Presidency we can say it is more or less organised. 

Q .—Most of the workers in those tanneries lielong to the depressed 
classes? 

A. —Yes, most of them are Chamars. 

Q .—Do you not think that these tanneries will come under the Factories 
Actr 

A.—No, because no machinery is used there. Moreover it will not be to 
the advantage of anybody, either to the labourer or to the industrialist. 

Q .—In the case of the tanner does he work on his own capital or on 
borrowed capital? 

A .—A portion is his own capital and a portion borrowed. For example 
if a tanner produces 500 tanned skins per day he requires a capital qf about 
Its. 1,25,000 to Bs. 1,50,000. In that case he will ordinarily get about 
Rs. 40,000 from the exporting firm or m&ndi, which amount is called 
standing advance. That secures goods being sent only to that particular 
exporting firm or mandi. Besides, the exporting firm or mandi pays to 
the tanner as goods-advance anything up to 80 per cent of the probable 
market value of the tanned skins and hides, on receipt of the railway receipt 
with regard to the regular customers, and on the arrival of the goods with 
regard to others. Most of the tanners do not get any facilities from the 
bankers at all ; they mostly go to the mandi people or the export houses. 


L—These moneys are advanced and borrowed on open accounte? 
I .—Yes. 


0.—Why not these accounts be converted into hundi transaction? 

A.—If the banks are prepared to discount the bandit more freely it can 
he done to an extent at least. 
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Sir, QopeUa Menon: You think it is quite possible that a certain portion 
of those accounts may be converted into hundi transactions? 

A.—Yes, but now the Imperial Bank discounts freely only the hundis 
tendered to it by the Multanis and most of it is done ljecause of the letters’ 
personal credit. 

Mr. Thomat : You have mentioned in your memorandum the lack of 
warehousing facility. What kind of warehouse do you want? 

A. —Warehouses the receipts of which would be relied upon—warehouses 
which do not belong either to the purchaser or the seller. 

Q .—Supposing we create warehouses of that nature could you strengthen 
our bills of exchange through thatP 

A. —It all depends on the facilities you give. 

Q. —Do not the Multanis and Marwaris accept the hundis proceeding 
from these people? 

A. —Their rates are very high for each and every hundi coming up like 
that. I would rather much wish that warehouse facility bhould be had with 
a hundi. 

Q .—Even in England there is the discounting and the accepting house. 
Cannot the Multanis and the Marwaris be trained to develop into bill 
brokers? 

A.—They are bill brokers to a large extent. 

Q .—Are they not more money-lenders than bill brokers? 

A .—It is the other way. Multanta particularly are more bill brokers 
than money-lenders. 

Q .—Do you mean that they are dealing in accommodation bills a good 
deal? In other countries the difference between the bill brokers’ rate and 
the discount rate is so little whereas in this country it is so high. Why? 

.4.—The difference is 3 to 4 per cent here in India simply because along 
with this the Multanis and the Marram are doing other business. To 
compensate for their risk they are charging a higher rate. 

O .—Could you not reduce itP 

A.—It depends on the security. It is only something like a hundi. It 
has not been supported by any other thing, not even by a warehouse voucher. 
But in England or in America if a hill broker is to invest money or give 
money he will always do it along with the warehouse receipt. If the security 
is more they may reduce the rate. 

Q. —So facilities are the most important—the erection of warehouses and 
the creation of proper security P 

A. —Yes. 

Q .—In that way also we may reduce the disparity between the bazaar 
rate and the discount rate of the bank? 

A.—Earlier we had been talking about the official rate of the Imperial 
Bank of India and the hundi rate. Either the actual rate of lending m the 
bazaar is much higher or in some cases it is lower even. I should rather 
think that it is never lower. 

Q .—You were saying that the call money rate was lower than the hank 
rateP 

A.—Yes. 

O.—About ten yearn ago in Bombay the bazaar rate was much lower than 
the Imperial Bank rateP 

A.—At times it may be so. 

Q .—Any way by the Imperial Bank raising its rates the baearr rate 
cannot always be affected P 

A.—It all depends on the trade then. If the trade demands more the 
rate of the Imperial Bank will have no effect at all. 

Q .—So how could yon make the bank rate in this country more effective 
and more useful to the country? 

A.—Now lihe Imperial Bank of India is looking only to the interests of the 
shareholders and not to the interests of the country. 
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S .—The Government has to manage it for the interests of the country? 

.—My Chamber has all along been saying that if a State Reserve Bank 
controlling their credits, their currency and their finance independently 
of the Government of India would come into existence ail these difficulties 
would be obviated. If the country can have such a bank the present difficul* 
ties'would certainly go away. 

<j .—Even if we have a Reserve Bank, some of the difficulties about having 
proper commercial bills will not immediately go away unless we create the 
necessary securities. Do you not think so? 

A .— That of course is necessary. 


Mr. Afahomed Ismail: The Reserve Bank also will go a great way to 
bring about those facilities. There should also be some kind of co-ordination 
between these bankers. All that can be brought into being only by such a 
Reserve Bank. 

0 .—Unless we prepare our indigenous bankers and stimulate the joint- 
stock banks and also improve our own financial methods how could we 
utilise the Reserve Bank to the fullest extent? 

A .—When it comes into being there will ho some regulation that if they 
are to be hankers they should conform to such and such rules nnd regulation. 
That will inspire confidence in the people and so the facility will be helped 
to expand and banking will become more and increasingly populur amongst 
the people. 

Q .—In regard to the regulation of hanks do you think that the present 
rules regulating joint-stock banks are ample? 

A. —No, Sir. 


Q .—Do you think that the Indian Companies Act is sufficient to guaran¬ 
tee the interests of the depositor? 

A.—A better audit is necessary. 


Q .—Could it not be brought under a new legislation altogether, say 
under a new Banking Act? 

.4,—Yes, just like the American Banking Act. 

Q .—Suppose we prescribe a minimum of capital for a bank to begin 
work. 

Air. Kothari: It will be a handicap in the earlier Btages. 

Q .—There are so many small banks which are not functioning property 
and which are injurious to the people as they have not the necessary credit. 
In the West Coast particularly there are too many small banks. 

A.—l do admit that something like a safeguard may be desirable, but in 
the present conditions of the country such a step may not be justifiable. 

Q .—Why should you not have big banks with branches all over the 
country ? 

A.—If there had been scope certainly a big bank would linve come up. 
The smaller banks themselves are struggling nnd striving. 


Q .—Is it not due to the fact that our rates of interest are still keeping 
so high? 

< A.—I personally believe in one thing and that is conditions do npt favour 
existence of a big hank in remotest corners. The conditions may change 
by the spade work done by the smaller hunks and later a big hank may 
come into being. 


Q .—Supposing we prescribe a certain qualification for the directors and 
also lay down that one man should not be director of more than two separate 
banks? 

A.—There is a convention like that. There is also a qualification for the 
director that he should take so many shares and if a man is the director 
of two banks or more, the secrets of the bank or banks may lie disclosed liy 
him and hence the convention that one man cannot be the director of two 
banks. 


J .——Is that convention respected now? 

•*—So far as I know there has not been a single instance where a man 
is the director of two banks. 

C-—Do yon mean joint-stock banks even including nidhisf 
A,—I am not speaking of the nidbis. 



659 


S ,—But they come under the Indian Companies Act- 1 
—They aio limited concerns, that is all 

Q. — They have got to confoim to all the lequnements ot the Indian 
Companies Act? 

A .—The mdhis aie exempted from ceitam clauses of that Act and those 
clauses are the most impoitant clauses 

Q —The nidliis liuve leally to fonfoim to the sections of the Indian 
Companies Act but they claim to hast exemption in regaid to certain 
sections The Goveminent do not agiec to that and the Act is still in 
force though the Government may not have cxeiusecl then powei unde- 
the ActP 

A —The fart that tho Government have not exercised any poaei shows 
that they have granted exemption 

Q —The Indian Companies L has x>»actiiill\ nothing to say in icgaid 
to leseive funds- 1 
A —No 

Q —The hanks alwavs keep a lesene lund to guaiantee deposits at anv 
time d it hnds it necessary to pay back the deposits Theie is no piovision 
foi that ill the tet and mans hunks do not have sufficient leseive funds 
accumulated to guarantee the dcpositoi Most countnes excepting England 
have legulations in regaid to that? 

A —The convention is that paitnulai institutions keep then le&onites 
in places where it would be most beneficial to them 

O —But do they keep then itseivcs J 

4 —Theie aio banks which keep a leseive fund of Rs 1 crote though 
tlieie is uo pioi lsion foi the same 

Q —At anv time theie might he a iuu on anv hank and lailuie ot one 
hank mav mean the failuie of a nmnliet ol banks? 

A —My Chambci would not like to have anv contiol on the leserve as the 
honks aie onh m then initial stage What will happen it you have a 
check on the ieseive J Tt will all be invested on Goveinment secimties 

Q —Wo want fust ol all a ceitain amount of cash teseive and liquid 
assets? 

A —But then thev will not lie able to make anv thing on the leseives 

Q —-Which is rnoie impoitant—the lesouices ot the hank oi the safety 
ot tne public ? 

A —Satetv oi the public is equallv impoitant 

Q —Docs your Chamber expect that oui count!v will learn by tho 
expellence of Failuie P 

A, —I did not say as much us that I ani not talking of the mdhis 
My Chatnbei does believe that the duectois aie capable ot saieguaiding 
the rateiests and any fuither check on that would practically be a 
handicap. 

Q .—And yet new countries like Canada have developed banking consi- 
deiably Aie you not aw aie that many banks do not leserve any part of 
the profits? 

A. —My impiession is, Su that thev alwavs take a laige poition of their 
profits to the reseive 

Q —Do you tliink that most of the sh&ieholders do not take any personal 
interest m the mattei and should not the Goveinment guaiantee the interest 
of the depositors? 

A.— -I wpuhl not like the Government's iuterfeience w the matter. 

(The representatives then withdrew but weie le-cailed on Friday 11th 
April 1990. Mi M A Muthiah Chettiyai, b a was also present.) 



The Chairman: You are the Secretary of the Hide and Skins Merchants' 
Association ? 

Mr. Itmatl: 1 am one of the honorary secretaries. 

Q .—What is the present position of the tanning industry P Does not 
tbh Hides and Skins Merchants’ Association include both dealers and 
tanners P 

A.—Yes. 

Q .—They aie mostly both t 

A. —Yes, there are members who uie puieiy tanners who tan raw skins 
and hides and send the goods up to the mandi people or to the exporting 
houses. There are other ineialieis who uie meiely mandi people who sell 
the goods ol tanneis pn commission basis and then again there are other 
members who are exporting them ioi stile m the London auctions 01 still 
direct ior fiun ordeis. 

Q .—But hist of all there uie the skins and hides tanned and sold in 
South India itself- 1 

A. —Most of them arc not sold in South indiu The goods which are 
generally sold in South India ai<> ioi the puiposes oi water buckets loi 
the agilcultuiists. Such buckets me generally purchased lor cash. Then 
some leather is consumed lor hook-binding. Mostly they aie also sold ior 
cash. In certain cases it is ior short ciedit also. But such sales aie 
small. Some are also expoitcd to other parts of the country as Calcutta. 

Q .—How does the tannei actually get rid of the goods? Docs lie take 
it to the shandy himself’’ 

A. —If he is a small tannei and does not want to engage the set vices 
of a middle-nun he takes it to the shandy himsell. On the other hand 
there aie lug tanners who sell only u portion ol their output lot internal 
trade and such people sell to the small merchants 

Q .—And the small menhant mostly takes it to the shandy * 

A. —He keeps it in his shop lot sale 01 takes it to the shandy 

Q .—The tanning is confined to lory few localities? 

A. —There are many places like Dmdigul, Trichinopoly, Coimbatore, 
Madras, etc. 

Q .—There aie also a very laige numbei of tanners m the neighbourhood 
of VamyambadyP 

A.—Yes. Madras is also a big tanning town. 

).—The disti lbution is done by the small merchant P 
[.—Yes, the distubution for internal consumption. 

-Who puts up the money loi distribution P 
-The tanner sells for cash, to the small merchant. 

Q .—And the small merchant, does he work on his own capital or does 
he borrow? 

A.—He has to find his own capital. 

Q. —Is there much lending in the trade? 

A.—There is not much lending in the trade, of course, there are some 
credit dealings but the generality of cases are for cash only. 

Q. —So the shop-keeper has to pay you cash and be works genet ally on 
his own capital P 

A.—Yes. 

[ .—Would it be possible for him to borrow, if necessary? 

.—For boi rowing he should be known to the people and then the 

t uestion arises as to who is prepared to advance him money. At times lie 
oes borrow money on the security of his landed property and in certain 
cases on his own personal security. But he does not get much money that 
way. 

O .—The bulk of the output of the tanneries goes to the European 
markets? 

A.—To the European, American and Japanese markets. 

2 .—Where is it most? 

.—The major portion goes to London. 
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Q .—At whose expense does it gop 

A .—An average tanner who tans about 000 skins per day requires a 
capital of about Rs. 1,50,000. A considerable portion of it will be invested 
in buildings and a small portion as fixed standing advance to the labourers. 
A certain portion is required as floating capital for purchase of raw 
materials. A tanner who invests Rs. 1.50,000 gets from the exporting 
house about Rs. 60,000 us permanent advance. This also is put in the 
business. He tans the goods and these are railed to Madras mostly. 1 am 
speaking of the export tanner who sends his goods for sale in the London 
auctions. As soon as the exporting house receives the ruit receipt there 
is a fixed rate of advance that is given which depends on the quality 
and the probable market value of the goods. This advance amounts to 
anything up to 80 per cent of the probable value of the goods. With this 
advance the tanner again purchases raw skins to lie tanned. The goods 
are shipped by {he exporter and all the expenses are met by the tanner 
until the goods are sold. The tunner has also to pay warehousing charges 
for the goods in London. After the goods arc sold if there is any surplus 
then it is remitted to the export house and thut house disburses the umount 
to the tanner. 

Q. —The export house is paying advance to the tanner on the security 
of the goods handed over to themP 

/l .—The standing advance is secured oil the tannery’ buildings. The 
first -security is the goods and the movable property, then the tannery 
buildings. 

J .—Ts thero any mortgageY 

. —Yes. Further in many cases there are mortgages of other properties 
of the tanner also. 

Mr. Kothori : There is one disadvantage in this system of the shipper 
advancing money to the tanner and that is that he has practically speaking 
the absolute right of disposing of the goods manufactured by the tanner. 
The manufactured goods should go through him only and the lutter has no 
option of going to another shipper or another exporter. 

Q .—If he has to go to another man, he has to clear his debts; is thut 
not reasonableP 

A.—Yes, but the difficulty of the tanner is that he is tied down to a 
particular man who will fleece nway all his profits. 

Mr. Gopula Me non ; Has the Hides and Skins Merchants’ Association 
thought of relieving the tanners from this sad state of things P 

A. —With regard to this standing advance there may be industrial banks 
which can advance the money. 

Q .—What 1 want to knoiv is whether he can get fair accommodation in 
any other wayP 

A. —As long as the financial position of the country is what it is to-day 
there is not much scope for improvement. At present the banking world 
in India does not believe in immovable property. 

The Chairman : But that is the result of experience ? 

A. —Yes, it is true to some extent; it does not pay bankers to run 
industrial concerns. Industrial concerns should lie considered to be valuable 
and money should be advanced on that security as collateral security. Now 
they do not do it. 

Q .—May I ask why they do not? 

A ,—It suits them not to do it. They have been able to got better way* 
of utilising their money. ' 


0 .—Is money scarce P 
A.—That is the cry of 


the country. 


Mr. Gopala Menon: What is the experience of an individual who had 
advanced money on landed property and who wants the payment punctu¬ 
ally. Has the money been repaid in time or has the lender generally to 

g o to court and recover the amount by bringing the property for sale or 
y taking it himselfP „ , 

A.—If there is a sufficient margin kept at the tune of advancing money 
then the lender ia safe. 
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Mr. Thomas : Were you urging that the banks should give loans on the 
security of land that the tanner uiay possess in the mufassal? 

■ A,—As additional or collateral security they can advance money ou 
tha$ also. 

<?.—Dd you think that these long-term loans should be advanced by the 
ordinary joint-stock banks P 

A.—Industrial banks would suit better. 

Mr. Gopala Menon: There is a great deal of finance that is wanting now 
between the time the goods leave the mandi and reach the exporting houses P 

A. —Yes. 

Mr. Ismail: I mentioned to the Committee only that section of the trade 
which sends the goods to the London auctions. Thero is another section 
which sells direct to firm orders. 

The Chairman: The tanning firms arc selling their goods chiefly through 
firms in Madras ? 

A.—Yes, they are not exporting it themselves. 

Q .—Are there not some firms that are doing it? 

A.—The big tanners are doing it, bat the ordinary tanners are not 
able to do like that. The latter made use of the Madras market or the 
mandi to market their goods. 

Mr. Thomas: What are the inconveniences of these standing advances? 

A.—These tanners have to export their goods only through those export¬ 
ing houses. The feeling amongst the tanners is that if they are able to 
wait some more time they will be able to get tetter prices. As it is the 
goods have to he delivered to the export house and they ship it when 
they like. 

The Chairman : But cannot thoy say when the goods ought to be sold? 

A.—No. At times the exporter here or the seller in England may 
comply with your request but not always. If you have not received any 
advance front them you can ask them to wait but they may say they want 
the money badly and sell the goods. 

Q .—But if the man is a sufficiently solvent person can he not raise 
credit from a number of different sources? 

A.—Unfortunately in India immovable industrial security is of no value 
for raising finance. 

Q. —But he is able to get the standing advance? 

A. —Yes, he gets the standing advance on the goods and 011 a small 
portion ol the immovable property. 

Q. —But to what extent is he nailed down? 

A,—The shipper has practically speaking a mouopoly of the business 
and as it suits him he charges exorbitant rates of interest. 

O.—What is the rate he charges P 

A.—Nine per cent. 

Q. —Is that a flat rate? 

A.—Yes. 

G .—Bnt the rate is a matter of credit? 

A.—Yes. 

Mr. Gopala Menon : There is the man who collects the skins and takes 
them to the mandi and there is the mandi man or the small merchant who 
takes it to the tanner and the tanner takes it to the export merchant. Each 
man gets a share of the profits. Is it uot possible to eliminate the first 
two and cannot the tanner collect the skins and hides direct P 

A.—It will not be possible because there is no regular market from where 
he can purchase the goods. The quantity obtainable at each centre is very 
small and he cannot afford to pay the railway freight and all other charges 
for going and purchasing. 

Q. —That means that you will have to organise regular markets at each 
of those centres? 

A.—Yes. 
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Q .—Why not you send down your own ngents a«, do the groundnut 
merchants? 

A.—They do send at present their agents to certain places to get the 
•kins and hides, especially during certain festivals. 

Q .—Just as the export houses in groundnut send their agents to buy 
the raw material and then decorticate it, the tanneries themselves send their 
agents to collect the raw materials? 

A.—Some of them send their agents to collect raw skins at certain 
seasons of the year when skins can he obtained in greater numbers. 

Q.—Bo, if that sort of thing is developed you can eliminate a little bit 
of wastage, and for that you only want a little more financial help? 

A. —Of course financial help is necessary. 

0. —Then do you not think that wc ran organize the industry as a 

whole P 

A. —Of course we can organise it on a better scale. But then we are 
speaking of the tanning trade non’ and the tanning trade really begins 
after the purchase of the raw materials. 

Q .—What I want to know is whether the tannery itself can get the 
raw material P 

A. —Not always from the primary producer. 

Q. —Are there practical difficulties »n that? 

A. —Yes. 

Q. —Can you not send your agents? 

A.—The east wii) he mnch mere than the commission. 

Q .—What I want to got nt is why you cannot organize it in the different 
places near the tanneries and try to prevent any sort of wastage. 

A. —The co-operative system in areas which produce a large number of 
skins or hides might be tried. These skins or bides might be brought to 
these societies and kept there awaiting a better market. 

The Chairman: "What is the extent of the Madras leather snpplv com¬ 
pared with the London market? 

A. —I am not in position to give the figures. 

Q .—What proportion of the skin auctioned in London is supplied by 
Madras? 

A. —I do not have the exact figures now in hand. But India’s plare is 
an important one in the supply of skins and hides to the world. Our con¬ 
tention is that the world cannot do without Indian leather. 

Mr. Thomas: In India the supply from the Madras Presidency is the 
most important, is it not? 

A.—Yes. 

Q .—Why should there not be an organised market in Madras itself so 
that the firms in London can purchase here? Tn thfvt case you can create 
trade bills and raise money thereby instead of having to go in for advances. 

Mr. Koihnri : A parallel is found in the cotton market of India. Bombay 
is a big cotton selling centre as well. Tt forms a fairly good portion of the 
import trade of England because there are facilities of marketing and ware¬ 
housing at Bombay. Every market from the Continent and England is 
buying cotton in Bombay. Tn the same way it is possible, if the facilities 
are being afforded, to create a market for hides and skins in the Madras 
Presidency and anybody who wants to buy should come down to Madras 
to buy. 

Mr. ilnthiah Chrttiyar: What does Hr. 36 to Rs. 40 erores represent? 

Mr. Muhammail Ismail-. It represents the gross value of skins and hides 
and leather articles produced in the country. That includes not only the 
tanned skins and hides hut also the leather articles, such as. shoes, hoots, 
buckets, book binding, etc. All these put together are estimated to he 
about 40 or 60 erores. Deducting the value of the exported raw skins and 
hides they have pnt it at 36 to 40 erores. 

<J .—The total value is about 60 erores of which the value of raw mate¬ 
rials is Rs, 9 erores and the rest is the value of the tanned leather? 

A.—Yes. 

0. —Out of this 35'to 40 erores how much goes to Madras P 

A.— About 85 per cent of the total export of India is from Madraa. 
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5—You «y raw bides and skins come to 9 crores. T suppose all these 
are fully exported P 
4.—Yes. 

fy—Besides that, the export of tanned skins and bides from Madras is 
7 eroreeP 
A.—Yes. 


Q.—8o a major portion is consumed in this country? 

A. —Yes. 

Q.—If I remember right it is only 5 per cent of the total in the whole 
of India that is consumed in the country P 

A .—It takes into consideration not only these export tanneries—the 
Madras tanneries are called the export tanneries for purposes of finance. 
These mainly manufacture for export to foreign countries. But there are 
other small people. This tanning industry is also conducted as a cottage 
industry in almost all parts of northern India. 

Q .—I take it that a good portion is used for local consumption in India. 
Bnt is it ns much as this? 

A .—With regard to the Madras organised export trade a major portion 
of the output is being exported but there are other people; there are the 
Chakliyas for instance who soak two skins in a week per head and manu¬ 
facture soles or buckets. There are millions of articles that are manufac¬ 
tured in that way. 

Q .—My contention is this. You say that the local consumption is about 
30 crores. But that cannot be based on any eorrect basis and that has 
been accepted by exporters also. 

4.—The Indian position is strengthened in this way. If England pro¬ 
duces 100 skins or hides she consumes all the 100 pieces and imports further 
leather for her own requirements. Therefore there is no quantity to spare 
in England. Bnt taking India’s production to bo 100 skins or hides she 
is able to spare at least 20 skins or hides. Therefore the surplus quantity 
in this country is much move than in any advanced country in the world 
and so India’s position in the world is predominant. 

Mr. Thomas: The conclusion is that we should have an organised market 
in Madras itself and thereby we may do away with the difficulties of 
marketing and financing? 

A.—Yes. 


The Chairman : Why not that be doneP 
A.—Because there are no financial facilities. 

Q. —Am l to understand that the tanneries are unable to raise tho capi¬ 
tal to build godowns for marketing purposes in Madras? 

A. —With the present financial help that they receive it is not possible 
for them. 

Q. —So far os the financing aspect of it is concerned I presume that 
the banks can do that? 

A. —The banks are not doing that. 

J .—The hanks, I presume, are providing the financing of the export P 
.—Yes. That is used up for sending the goods to London. 

Q .—If you had your own auction locally the banks would finanoe that 
alsoP 

Mr. Kathari: If we had auctions here in India, the banks will finance 
and they will go on financing even the internal trade. 

J .—Why not they do it? May I take it that it is due to lack of funds? 

.—It is due to lack of facilities also. Something like an incentive 
should be given by Government. 

Mr. Thomas: There is a Cotton Board for cotton in Bombay. In the 
same way have you not got an association here? 

A. —There is an association here, the Skins and Hides Association, 

O .—What initiative can they take? 

A.—In Bombay the initiative came from the Government itself. There 
were the brokers on one side, the exporters on one side, the dealers on one 
side and the Government on one side. 

Mr. Muthiah ChetHyar: About this export trade whet is your latest 
demand about it? 
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Mr. Mahomed Ismail: If the tanning industry fails protection is abso¬ 
lutely necessary. The rate of protective duty was 15 per cent. But it was 
reduced to five per cent in 1923 and the tanneries are demanding the 
restoration of the duty to the original rate of 15 per cent. 

The Chairman: Duty on whatP 

A.—On the export of raw skins and hides. The idea of the tanneries 
is that all the materials should be exported in the tanned form as far as 
possible and with regard to this particular industry it is also possible to 
reduce a very good portion of the raw materials into tanned or manufac¬ 
tured form because we have got an industry already established in the 
country and shown its capacity for expansion during the War. 

Mr. Muthiah Chettiyar: After the reduction of the duty has the total 
export decreased P 

A .—After the reduction of the dnty the proportion of the tanned to the 
raw exports ha£ decreased. 

Q .—You say that there are about 500 tanneries. Has any tannery broken 

down? 

A.—There are many tanneries which have been closed down. Even now 
the whole tanning business is in a depressed state. 

Q.—If the duty is again raised to 15 do you think that the raw hides 
in Northern India would come over to Southern India? 

A.—Yes. 


J .—Were they coming before when the duty was 15 per centP 
.—The duty was allowed to remain at that only during that period 
when the whole world was depressed in trado and it was not given sufficient 
time to show its benefits. As soon as the world trade was restored and with 
it the tanning trade, the duty was cut down. 

Q .—Would your association approve of a cess being levied in place of 
the duty P 

A.—Provided it is as fixed as the export duty and it is only on the 
export of raw skins and hides. Of course we would rather much prefer tho 
cess to be in our hands than in the coffers of the Government as that can 
be used for conducting the auctions in London and building warehouses. 

0 .—Can you not tan the skins and hides cheaper here? 

A.—India has got certain facilities and is trying her best to compete 
with the foreign countries still. She has not left off her attempt in 
competing with the world. 

O .—What is the necessity then to export raw materials? 

A. —In spite of all this, there are the vast financial facilities in other 
countries which are not available in India, that is, their capacity for mass 
production. They have also protective duties. If our tanned articles are 
being exported they are taxed. The other States protect their own indus¬ 
tries even if the relative merits be inferior. 


Mr. Gopala Mr non : In the matter of the tanning industry can you cite 
any instance P 

A.—Yes. There is Germany. Germany is allowing our raw hides free 
but she is taxing our tanned. hides. Originally America was buying our 
tanned skins and hides. It was 30 or 40 years ago. For some time America 
took it into her head to buy only our raw materials and not our tanned 
hides and she wanted to foster her own industry. Hence she levied a duty 
of 33f per cent on tanned articles. It was only after she established her 
industry that she cancelled the duty. Another reason I may tell yon, Sir, 
is the exchange, the present financial policy of the Government. 


Q .—You say you are making an advance to the mandis on the production 
of railway receipts? 

A.—Not advances to the mandis. The mandis are making advances to 
the tanners on the production of railway receipts. 

Q .—Have you experienced any difficulty in making advances on railway 
receipts, the goods being taken delivery of by the execution of an indemnity 

A.—There may be a few cases of mala fidei. But then in most cases there 
is no complaint in regard to that and the goods turn out to be as they ware 
expected, 
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You spoke of the competition between the exporting houses. Whatever 
competition there might be the handicap is there. They have got an under* 
standing that the trade is to be done only on such and such lines. There 
are of course sufficient number of exporting houses. I also belong to one of 
the exporting houses. I am a tanner as well as an exporter and yet there 
are. certain conditions which are imposed upon the tanner. He cannot have a 
commission for the goods once he gets an advance. They have to be sold 
in the ordinary course of things. 1 wanted to tell you all the facts as they 
are. 

Another thing is with regard to the advancing of money on mortgage of 
landed properties by banks. There is some reason on their part also feeling 
rather shy because there are the formalities of the mortgage to be gone 
through and they cannot lay their hands on the properties for default. If 
there are some more facilities with regard to these perhaps they may come 
forward more freely to advance money on such securities. 

Mr. Muthiah Chettiyar : What do you think of the equitable mortgages P 
Ho you think that this privilege should l>e extended to other countries or 
at least to important countries P 

A. —We would welcome the extension to important towns. 

The Chairman : In which capacity would you welcome that P 

A .—In the interest of the country as a whole. 

Mr. Kotliori : If equitable mortgages are introduced in all the important 
places, then that will become a negotiable security and from one place to 
another more money will be coming at a cheaper rate. 

Q. —Then are yon not creating a considerably more unregistered mortgage 
debt? 

A. —To create a registered mortgage debt is at times delicate and at times 
inconvenient to the man who wants the mortgage and because of that he 
does not do that. But that would not he the case if equitable mortgages 
were allowed in big towns. 

Q .—That will enable him to borrow from two persons at the same time? 

A .—When equitable mortgages have been allowed in Madras why cannot 
it be allowed in the big towns? 

Mr. Gopala Menon: If you were a banker would you advance on equitable 
mortgages? 

A. —Yes. It has been conceded that equitable mortgages are better 
securities than registered mortgages and are easily negotiable and the man 
who wants a loan gets it easily without much of inconvenience and the stamp 
duty is saved. 

Mr. Thomos i Would you mention the towns in the Presidency where it 
could be introduced? 

A. —In almost all the municipal towns. 

0 .—You have in your memorandum stated about the necessity for indus¬ 
trial banks. What kind of industrial banks are you thinking of and how 
do you propose to start themP 

A.—The industrial banks in different countries are given advances by the 
Government of those countries and they give long-term loans to the different 
industries. 

Q. —Have we got in this country suoh long-term investment awaiting the 
formation of industrial banks? 

A. —Practically speaking, the whole trade in hides and skins does require 
long-term loans. 

Q.— Do you know that in Germany the co-operative banks and certain 
intermediate banks finanoe such industries? But nave you got the foundation 
on which to work in India as in Germany? 

A. —In India unfortunately the local banks are not very many and those 
banks that are working at present are only exchange banks. Personally I 
would say that they are for the export and import trade alone. They do 
not care to go into the manufacture or inland trade of the country and 
-therefore the necessity has not been thought over. But if their registered 
offices were in India and they had the interests of the country they would 
have by now started industrial banks. 



S .—Would you have the banks themselves start them or the Government P 
,—X would much wish that some of the capital comes from the Govern* 
meat and part by way of shares or debentures and then there can be a 
, doable control by a Director appointed by the Government and two Directors 
'elected by the shareholders. 


0.—On what terms should the loans be given? 

A .—These are questions of detail and may be left to the man who wants 
to organise an industrial bank as he would he better able to do that. 


J .—Have any industries failed P 

.—Some may have failed. But that may be due to several causes. 

Q .—In Germany the intermediate hanks have experts who go through the 
industries and select those which can bo financed and then the advances are 
given. Can it l>e done here? 

A .—In the same way here also you require a careful examination of the 
industries and the methods. 1 mean that these banks are not going to he 
blindfolded in givipg advances. They also will have experts. 

Q .—Have you thought about the relationship between the Reserve Bank 
and the other existing banks? 

A .—We have already practically said that we do want something like 
a Reserve Bank working directly with the other banks. We have already 
replied that question. 

Q .—I am not speaking of the necessity for a Reserve Bank but the pos¬ 
sible relationship of the Reserve Bank and the existing banks. Would you 
bring the whole thing into one system? 

A .—I would rather wish that all the capital and business of the banks 
must be recognized hy the State Reserve Bank for the loans to be given to 
them and these banks should be working for the BeseYve Bank. As a parallel 
I may say that the Government ot India is putting large funds into the 
Imperial Bank of India without interest. Tn the same way the State Reserve 
Bank may gi\e at a low rate sums to the banks. 


Q .—In what way could the Reserve Bank’s funds be made available to 
the Indian bankein called the indigenous bankers? 

A .—That is a very difficult question to answer. 

Q .—Have you thought of the possibility of starting Investment Trusts P 
A.—Yes, they should be started by private effort and such concerns are 
very good. 


Q .—In the opinion of the Chamlier would it lie better to hove one 
Reserve Bank for the whole of India with branches in the Provinces or 
separate Reserve Banks and to have one Federal Reserve Board? 

A.—We could have only one Reserve Bank. 

Q .—Have you thought of the possibility of one or two provinces domi¬ 
nating in that case? 

A .—The interests of the whole country will be safe in the hands of that 
one Reserve Bank. 


Q .—In wlint way would you increase the scope oi the savings banks? Is 
there any chance of having more savings banks started in Hie mufassalp 
Is it possible to leave the work of conducting it to the village patel or the 
village munsif? 

.4.—I have not thought about it. 

Mr. Muthiah Chettiyar: You say that Industrial Banks would give 
liberal loans to investors for long periods. Do you think they will be able 
to attract long-term deposits? 

A.—1 think so. 


Q .—What is the period of the long-term loan that is required P 
A.—I would consider it from 3 to 5 years, 

P- —Can you get deposits for five years? 

A.—Even if you do not get, as soon as some deposits are withdrawn 
others will be coming in. 

P. —For what purpose do you want these long-term loans? 

A.—Just to finance the industry. 


Q. —1* it to finance the industry for the purchase of goods for menu- 
lecture or for fixed Meets m erection of plent end machinery, etc. P 

A.—-Mostly for fixed cepitel. 

$■.—Do you not think that money required for fixed cepitel expenditure 
like buildings end machinery should be raised by way of subscriptions of 
share capital? 

A .—The major portion can be raised in that way but a small portion, 
say, 30 to 40 per cent, can be raised m loans from industrial banks. 

Q .—That will mean that the publio hare no confidence in that concern 
and they are not prepared to invest their moneys in that concern P 

A .—The public may not know the prospects of the concern so well as an 
industrial bank. Such is the basis of the State Aid to Industries Act aleo 
by which the Government hopes to advance loans to industries. 

& .—May I take it that these industries are not able to get their capital 
is country? 

A. —Yes. 


(The representatives then withdrew.) 
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Oral evidence- 

The Chairman : What is your view on the question of equitable mort¬ 
gage? 

A.—Our short experience of that for the last three years in Madras has 
been that it often ends in trouble and we have to go to court to recover the 
money. It is easy to get the title-deeds and transact the business but the 
difficulty comes when you call back the money. All sorts of false contentions 
are set up and you hare to go to court. 

Q .—Do you think it is wise to extend it to the mufassal? 

A.—Then the Bame unsatisfactory situation will continue there also. But 
it will be beneficial to honest people. Under the present circumstances 
unless people are very cautious they run some risk. Nevertheless I am 
for extending it to the mufassal. 

Q .—Would it be possible to extend it for mortgage of lands in the vil¬ 
lages? 

A. —Yes, it can be extended to all ports, smaller towns and even villages. 
In the villages it will be easier to find out who is the real owner and get 
other information easily. As it is in Madras it is very difficult and when 
the money is sought to be taken back all sortB of pleas are brought in. There 
are also encumbrance certificates which would help the lender. 

Mr. Qopala Menon: That applies in the case of registered mortgages. 
Is it not? 

A. —In the case of registered mortgages if you give three months’ notice 
to the party then you can sell the property. 

Mr. Muthiah Chettiyar : Is that common? 

A.—Yes, that provision must be made. 

Q .—Do the borrowers agree to such conditions? 

A.—We have got a number of mortgages like that. 

The Chairman : What is your view on the question of the Reserve Bank? 

A.—There should he one Reserve Bank for the whole of India, and if 
there is no objection the Imperial Bank can be made the Reserve Bank. But 
in that case the Imperial Bank should not compete with the other joint 
stock banks, as it doee at present. 

0.—At present the smaller joint stock banks are helped to some extent 
by the Imperial Bank? 

A. —They do not do so unless Government paper is deposited with them. 

J .—Do they not rediscount bills? 

.—They do not rediscount our bills, although we are one of the good 
banks in the Presidency. 
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Jfr. Gopala Menon: Is it because you are competing with the Imperial 
Bank? 

A.—I do not know that. Formerly they were accommodating ns to the 
extent of Be. 15 lakhs on the strength of the Btock of gold we had tn the West 
Coast branches but they hare stopped it without sufficient notice. If they 
had stopped it gradually we would not have bfen much affected. They 
hare now left us in the lurch. 

The Chairman: Do you do very much business in lending on produce? 

A.—On the West Coaatparticuhirly we do business in pepper, copra and 
other Malabar produce. We are also here financing the groundnut trade. 

J .—On what exactly do you lendP 
.—On groundnuts brought actually into our godowns. 

Q .—And not on documents covering them ? 

A.—No. They come with the documents from the mufassal and take 
delivery of the goods and keep in our godowns and we advance money to 
them. 


0 .—Does the goods pass out of your hands before you receive money? 

A. —We do not lend unless the' customer shows an irrecoverable letter 
of credit from some buyer in London, Marseilles or Hamburg. 

0.—How much percentage do you lend? 

A. —We lend to the extent of 90 per cent of the valne. 

Q. —That financing is a very short-term loan? 

A. —Yes, especially in Madras. Wo get back our money within 10 days. 
Directly the goods are shipped and we get the shipping documents we can 
raise money on that. 

Q .—Do you finance on your own capital or do you go to other banks also 
for accommodation? 

A.—We generally finance on our own capital. Sometimes we go to other 
banks especially when there are no steamers coming for some time. They 
lend us to the extent of GO per cent. 

Q .—You have much current account business? 

A.— Yes. 

■What do you think is the result of the abolition of the stamp dnty? 
.—There is a slight improvement in the number of accounts. 

—There is no large difference? 

,—Not much. 

0 .—I suppose your deposits are shoit-term? 

A.— Ordinarily for one year and two years. We take in for shorter 
periods also, say for three months and six months. 

J .—On the strength of that you would not be prepared to lend to indus- 
concerns for say five years, etc.? 

. A.—We never give long-term loans. 

O.—What is your view on the question of the Industrial Bank? Do you 
think it is possible? 

A.—I have long been of opinion that it is only the Government that can 
finance industries at low rates of interest for long terms. The joint-stock 
banks cannot do it because their deposits are for short periods, and giving 
long-term loans on this basis will spell disaster. 

Mr. Thonuu: Do you think it practicable to start industrial banks? 

A.—If all the shareholders wish it, it can be done. It depends on the 
shareholders. If they subscribed the capital the bank can be started. 

X .—What is ita prospect of making profit? 

.—There is a good prospect. 


The Chairman: What about this groundnut business? Do you think 
that you are apt to be let down? 

A.—No. It is a safe business for during nine months in the year there 
is demand for groundnuts. 

Mr. Gopala Menon: Do you not find a slump this year? 

A.—Not serious. The price is fairly good. 

The Chairman: A pretty big firm failed reoently? 

A.—That was due to fraud. If there is no fraud then the business is a 
safe hue. 
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0 .—Is it possible to eliminate fiaud 9 

4.—Whoever is interested m the goods and the shipment should be very 
careful. Then there will not be much scope for fraud 

Q .—That is bound up with another question, the possibility of financing 
on railway receipts 9 

A.—Yes, people rail good-, and bung the railway ie<cipts and we lend 
money on those receipts 

£>—But the consignee tan take delneiy on an indemnity bond 9 

A.—But jou maj know the paity well and fiom his pievious dealings 
you can judge as legalds the man and advance the money 

Mr. Gopala Mfnon What is jour view on the subject of the railway 
receipts being made negotiable 9 

A.—It is difficult to Hay that off-hand Theie will be inoic risk in that 
case, because you may really not know whether the stuff that is said to be 
m the railway is the same stuff 

0,—Do you want a banket’s hen to be ueated on i ail teceipts? 

A.—We aie doing it now As soon as we finance on a mil leteipt we 
write to tho stationmastei saying that wo have the leceipt with us and 
have advanced money on it and he acknowledges leceipt of tlm letter, and 
says our lien has lieen rcgisteicd 

The Chav man Aie vou a member of the dealing bouse 9 

A.—No. We send our cheques to the P & 0 Bank who cleat it for us 

Q ,—Is that satisfactory 9 

I—Yes 


i,—Have you applied foi admission 9 
.—No. 


Afr. Mwthiah Cheitnjai You said that if the Imperial Bank is made the 
reserve bank it should not do commoicial business? 

A.—Yes. 


p —Now tho Imperial Bank has got nearly 200 branches throughout 
India, and they aie helping tho movement of the crops and so on If the 
Imperial Bank is made the Reserve Bank is thero any othei agency to take 
up that business P 

A.—In the couise of a few yoais some of the big joint-stock banks will 
be able to take its place 

Q .—That will take time? 

A.—The Imperial Bank should take into its confidence some of the big 
joint-stock banks and they should lie helped to fill its place. 

The Chairman- By rediscounting billsP 

A.—Yes, by rediscounting' bills and by giving credit facilities. 

Mi. Muthtah Chettiyar You want them to rediscount hundis and also 
pro-notes P 

A.—Yes. 

S ,—Have you got a fairly good supply of hundisP 
!—I think so. 

S .—You want them to discount pro-notes also? 

.—Yes. 

The Chairman, Can yon distinguish which is a genuine hundi and which 
is an accommodation hundi? 

A.—By looking to the party who brings the hundi you can mole or less 
judge. But ordinarily we cannot distinguish them. 

Mr. Mvthiah Chettmar The bills obtained from the Multams aie mostly 
accommodation hundis P 
A.—Yes. 


Mr, Thomat : Your clients are mostly the Indian business community? 
A.—Yes. 

Afr. Muthiah ChetUyar What is your interest on loans? 

A.—Our rate of interest is ordinarily 9 per cent We go ap to 12 per 
cent on dean loans. 

J .—On produce? 

•—That also is 9 per cent, in any case not more than 10$ per cent. 


0.—On mortgages f 

A.—Now we do not lend on mortgages. In old days when we were 
lending it was 10 per cent, 

0.—On jewels? 

a.—On jetypls the rate is from 9 to 12 per cent. 

The Chairman : You have any experience of the timber trade in Calicut? 

A. —Yes. 

Q .—Is that in a bad way now? 

d.—It is fairly good now. 

Q .—The reason for that is that the trade is financed by the Multanis and 
that they take such a high rate of interest that they practically have killed 
it? 

A. —Yes, that is also one of the reusons. But nowadays timber comes 
from Australia also and the demand has diminished. 

Mr. Thomas: How could you increase the number of these genuine trade 
bilk? 


A .—The business must increase. 

Q .—But unfortunately this kind of hills is not increasing with the increase 
in business? 

A .—In Cochin we had heaps of these genuine trade bills. But what is 
now done is that those who get things wholesale stock them in their own 
places and sell them and take bills in exchange and they also got the interest. 
They do not want the bankers. 

Mr. Muthioh Chettiyar : Are tho small joint-stock banks in the West 
Coast lending at higher rates than you mentioned? Are they lending at 
12 to 15 per cent? 

A. —Yes. I think there are many who lend like that. 

Q .—Are the rates even higher? 

A .—They lend at even 18 per cent. 

Q .—They are joint-stock banks? 

A.—Yes. 

Q .—I suppose that these rates compare very favourably with indigenous 
bankers’ rates? 

A.—Whom do you mean by the indigenous bankersP 

Q.—The Multanis and the Marwaris? 

A.—They are very nearly equal to the rates of the Multanis. 


Mr. Thomas: In regard to the difficulty of getting trade bills how is it 
that they do not want to translate it into liquid cash the bills which must 
have been for usance? How is it that these merchants do not want to 
discount these bills? Did you say that they were simply keeping them till 
the date of maturity? 

A.—No, they are discounting the bilk with the bankers. 


!.—If trade increases, there will be more? 
.—Yes. 


Q .—As a matter of fact if you cun even discount banking notes, you can 
thereby increase the amount of discounting and making such paper nego¬ 
tiable? In the United States lor example the federal bank discounts pro- 
notes and bills of exchange. 

A.—That depends on the soundness of the parties. 

Q .—How is it that we in this country find it difficult to rediscount liecauBe 
our money is locked up otherwise? 

A .—That is the position now. 

0 .—How could you get out of thatP 

A.—The Imperial Bank should rediscount a bill when we guarantee it. 

O.- -In your opinion what are the handicaps to the development of joint- 
stock banking in Southern India? 

A .—Tlie competition of the Imperial Bank is the first. If they can 
give capital from a reserve bank on credit certainly the business is bound 
pa increase. 
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Q.—What about the fact that the Government is borrowing at high rateB 
of interest? Have you found it rather inconvenient P 
A.—We have not attained that decree ol excellence as bankers that we 
would feel it. Oui joint-stock banks would not leel it 

—How do you remit money m places where you have no branches? 

— Through the Imperial Bank. 

—What is the rate they charge 9 Is it 2 annas oi 1 annas pet cent 9 
..—1 do not know. 

Q.—Have you ever felt that the rates aie largci 9 Is it tiue that when 
the uoasu.-y was managing it the rates were lower 9 

A.—I do not know what the tieasurj was charging 

Q.— Do you think that the Indian Joint btock Hanks m South India 
are now developing on sound lines 9 

A.—Where is the scope for them to develop 9 Th«j arc not developing, 

I would say. 

Q. —What about the position of the joint-stock banks? Have you exa¬ 
mined as to whether they have got adequate reserves to cover deposits 9 

A. —No, nothing like the English hanks 

-In England there is no law? 

1.—No But in big banks the leserve is ordm&nly equal to half the 

paid-up capital. 

Q —Do you think that is a line ol development which we must watch 
with great care? 

A. —Yesr. With the hanks’ development the} mil set up a laigee per¬ 
centage towards tho leserve 

Q —Do you know whether all the banks of Southern India reserve a 
portion of their annual profits 9 

A —Oidinanly they do 

Q —Aie theie banks which do uot 9 

A —There will bo very few Even small banks allot something towards 
the reserve every year. 

Q —How do thoy keep these leserves P 

A —They employ them in their own business 

Q —In youi own expellence can you say what is the cash that you should 
keep in youi own bank to meet all the demands of a banket 9 

A,—We have not fixed it at any percentage, but expei xeiice has told us 
what will be the safe limit. 

Q —W'hat is the rule you hare arrived at by experience? 

A —We have credit on Govei innent paper with the Imperial Bank afid 
if wo want monev we wire to tho head office and remit money by the 
Imperial Bank by T T Oui lesouices are m the Imperial Bank on Govern¬ 
ment paper 

Q. —Pait of it is cash? 

A—Our ciedit with the Imperial Bank to-day is Rs 10 lakhs odd. If 
we requite Rs. 1 lakh we have to wire to the Calicut branch and we will 
get the money by T.T. 

—You have not had any difficulty till now? 

—No. 

Q. —Do you think that the Indian Companies Act. as it is at present, 
sufficiently sees to the needs of the country in respect of hanking develop¬ 
ment? Does it safeguard the bank and the investing public? 

A.—The Indian Companies Act prescribes iules in respect of joint-stock 
companies and their conduit 

-Do you think that is adequate for the banks as well? 

L.—I cannot say I have seen any defect. But if you examine it carefully 
you may find places where the Act may be amplified. 

.—Does it provide for any reservation of fundsP 
.—Without looking into it I cannot say. 
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(j .—Supposing further legislation is made, on what lines should it be? 
Supposing we make a special Act for regulating banks, what are the speeial 
points you would like to be brought into thatP 

A.—I cannot suggest anything. 

Qi—May I suggest one or two possibilities? Suppose we prescribe a 
certain minimum ot capital to be paid up before the bank begins work and 
suppose that minimum is based on the field of operation of the bank, would 
you think it is a good thing P 

A. —That will be anticipating many things which it is not possible for 
many people to do. 

Q .—From the beginning we will say our field of operation is so much and 
then the authorities can tell us what should be the minimum paid-up 
capital. Would you encourage small mushroom banks or is it necessary 
to hare a certain minimum size and strength P 

A. —There must be a minimum paid-up capital for a bank to call itself 
a bank. 

.—What should it be? 

.—Nothing less than Rs. 5 lakhs. 

Is it not too high? 

.—A decent bank should have that. 

,—What do you think should be the qualification of the bankers? 

.—It is better to leave it to the directors. 

Q. —Would you allow the director of a bank to be the director of many 
other banks? 

A. —It does not matter if be can find time. Recently there was a case 
in which mention was made oi a person who was the director of as many as 
27 banks. This was published in the Daily Mail. 

Q. —Was it a case where ho got into trouble? 

A.—No. 

Q .—Is it nut necessaiy to h.\ up a certain minimum reserve to be kept 
by the banks partly in cash and partly m assets? 

A. —The ratio between the paid-up capital and the reserve may bo fixed 
by legislation, say nothing less than half or ono-third or something like 
that. 
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-As in the United States for instance? 
-Yes. 


9-—What is youv riew about audit? Now the audit is done by an 
auditor appointed by the bank. 

A .—Now a public accountant is appointed by the bank. 

Q .—Is it necessary to huve an independent audit either appointed by 
the Government or by the shareholders? 

A.—-Our auditors now are public accounatits appointed by the shareholders 
at the general meeting. 

0 .—Do you think such audit is sufficient for safeguarding the interests 
of the public P 

A.—It is difficult to say. There may be exceptions where the audit is 
slack and frauds are committed. 

J .—Are there any cases of audits failing in India P 
.—I cannot say. Audit is generally reputed to be good. 

Q .—But in the case of certain inufassal banks it is said that soon after 
the audit was over certain frauds were found P 

A.— Tou had it in the case of the Arbuthnot Bank. 

The Chairman: Do you publish your accountsP 
A.—Yes. 


Mr. Oopaia Menon: What is your experience with regard to the collec¬ 
tion of share money P Do the shareholders of joint-stock banks pay promptly 
when they take up shares? 

A.—There are cases of slackness but a notice of forfeiture will at 
bring the money. 

0 —We want to see that there is a banking expansion. Some witness** 
told us that it is difficult to get share money promptly. 

A ."-Clive notice of forfeiture at once. 
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J ••“■Would that stand in the way of banking development in the country? 
.—No, no. In fact that is what ought to be done. 

0 .—You have got a savings bank account, is it not? 

A .—Yes. 

Q. —Do you think that the joint-stock (tanks can create the savings 
habit in the people? 

A. —No, except perhaps that the savings bank accounts like tho current 
accounts might be allowed to be operated on by cheques. 

Q. —Do you think that then more depositors would keep savings bank 
accounts in preference to current accounts? 

A.— The savings bank account carries always a trifling better rate of 
interest. But the current accounts have this advantage that the depositors 
can draw at any moment whereas in the ease of the savings bank accounts 
they can draw only once a week. 

Q. —What is your idea with regard to those bearer cheques? Do you want 
them always to remain bearer cheques? 

A. —It will bo always better to make it payable to so and so or order. 
Though it is printed bearer we always alter it to order. T myself do not 
know why they print bearer. 

Q. —You want only order cheques and not bearer cheques? 

A. —Yes. 

The Chairman : Do tho bigger banks use order cheques? 

A.—For the bank’s safety bearer cheques are better but for the man who 
issues the cheque I think it is better to have the order cheque. In the case 
of a bearer cheque, for instance in tho cose of a cheque wherein is written 

“pay AB or bearer”, without AB knowing, the money can be drawn by 

anybody. But they can alter it into order if they like. 

Mr. Gopala Menon : You do not advance to agriculturists at all? 

A. —No. 

Q ,—What proportion of your capital is utilised for financing trade? 

A. —It is difficult to say. We do not finance any industries. 

Q .—Do your loans come back promptly on the due date? 

A.—The bills are generally met. on the due dates. 

Q. —Do the parties come and ask foT any extension and do you allow 
them extensions? 

A. —Very often wo do. 

Mr. Thomas : Are you afraid that the bill business is not sound in that 
way? 

A. —If it is for 60 days and if after the expiry of the period the party 
asks for an extension of time we look to the soundness of the party, whether 
the party is as good as it was when originally we gave them money. 

Q .—There is no harm in such transactions? 

A.—No. 

Mr. Qnrala Menon : Do money-lenders take loans from you and then 
lend out at higher rates? 

A.—Oh, yes. We have heaps of people like that who take large sums at 
a low rate of interest. 

Q.—With regard to the different classes of securities offered as cover 
for acceptance I wish to know what has been your experience with regard 
to the realisability? 

A.—We lend on what you call direct bills. That is practically demand 
promissory-notes. Then we have one man making a bill in favour of another 
and discounting it with ns. Then we have bills for collection. 

S .—Do you take stocks and shares and debentures? 

.—Ordinarily we do not take shares. 

J .—Have you at any time advanced money on your shares P 
.—It is not exactly on our shares, but because the man is onr share¬ 
holder we give him on his own personal security about 50 per cent of the 
shares he bolds. 
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£.~rW»th tm ard to the equitable mortgages the advantage that the party 
— a. that the security is transferable by delivery. But an there not 
ndant on it because the titles might proved to be defective 



__ _ will be the case even when the lawyer who examined the title- 

deeds is not clever. 


Q ,~-We have been told that the party who lentjg the money runs a gnat 
risk. Ss it not soP 

<t.—Yes. The difficulty is that the party is not able to pay hade on the 
due date and take the deeds. The soundness of the title will be all right 
and can be examined by a clever lawyer in a short time. But the thing is 
this. He will not be able to repay the money and will come and tell you if 
Caked “ Why, Sir, you hold all the title^eeas." 


Q.—-Do you generally advance money on life Policies ? 
A.—No. 


J .—Do you advance money on open loans? 

.—No. We do this thing for instance. There are certain big car dealers 
for whom we open letters of credit. When they get the cam, we give them 
the money and have our labels on the can but allow them to keep the oars 
in their show room. 


h —You never allow on open loans? 
.—No. 


(The witness then withdrew.) 



